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Tue interdependence of modern spe- 

| eialized industry is forcing each admin- 
istrative business mind to think in 
terms of those needs, desires, and wants 
which pertain to the selling of all goods, 
articles, and products which modern 
industry is capable of producing. 
Health and prosperity of a community 
is determined by the ability of the indi- 
vidual to take his part in the economic 
structure of his day in the realization 
of his legitimate desires to rear a family 
and to possess those economic goods 
which give him dignity as an individ- 
ual, rights as a citizen, justice and 
equity in relation to economic service 
rendered. 

As business becomes larger in the 
presence of economic necessity for 
higher standards of living which mod- 

+ ern advertising and salesmanship effort 
is forcing, the distributive process is be- 


coming increasingly conscious of the 
necessity of interpretating the uses of 
economic goods in relation to the evolv- 
ing health necessities of the individual, 


family, group, and community. It is 
through this new interpretation of dis- 
tribution that increased wealth, con- 
sumption, and human happiness seems 
possible. New business functions per- 
taining to distribution through science 
and through a new technology are in 
the making. 

The hope and present evidence of 
science is that those who establish sel- 
ling policies in accord with scientific 
methods will realize increased legiti- 
mate wealth based on faith in the eco- 
nomic law of average. At the same 
time this attitude demands financing 
over long periods of time. It is time 
functions in relation to the individual 
as structural which is becoming increas- 
ingly important in distribution. 


Two fundamental problems pertain- 
ing to wealth creative time functions 
are before us. The sane control of 
each as far as our knowledge permits 
seems to imply orderly and not revolu- 
tionary attainment of maximum wealth 
during any economic epoch. 

The first great problem is that of 
eliminating waste in our utilization of 
those goods which have become stand- 
ardized and recognizedly indispensable 
for the individual as well as the com- 
munity. For example, there is too 
much waste in our use of automobiles, 
This applies not only to imperfection 
in repair systems but to poor roads, and 
improperly paved streets. The ex- 
pense of an automobile is due to our 
present inability to visualize streets 
and repair service in relation to speed 
and maximum utility. But automo- 
biles are a part of everyday necessities. 
The expense of upkeep, however, often 
seems to affect the sale of other kinds . 
of goods. For example, the clothing 
industry is inclined to complain bitterly 
against the automobile industry as one 
which decreases the potential sale of 
clothing. Likewise the lumber indus- 
try has its advertisements appealing to 
our sense of proportion by advising 
the purchase of a home as more vital 
than an automobile. The argument 
presented is that a home is an invest- 
ment while the automobile is an ex- 
pense. To what extent this is correct 
is debatable. Or again, food goes to 
waste not because people are rightly 
nourished, but because our conception 
of food distribution is through channels 
of distribution rather than being in 
terms of human energy, health, diet, 
and menus. A new interpretation of 
goods and products is in the making. 

The second great problem which re- 
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lates to our efforts to sell surplus goods 
is that of establishing new incentives in 
relation to better standards of living 
for constantly increasing numbers of 
people. This selling incentive forces 
the individual to assume responsibil- 
ities in keeping with his earning power; 
moreover, it encourages him to improve 
his ability in order to earn the money 
which these newer possessions impose. 
A healthy individual in mind and body, 
properly motivated, not only searches 
for expression but demands it. 

This volume of The Annals is an ef- 
fort to present various aspects of selling 
effort which show not only scientifically 
cumulative dynamic forces back of 
present-day business activity, but also 
to show that the new era of distribution 
already has the possibility of evolving 
in accord with a scientific technique. 
The by-product of dynamic selling 
functions based on a scientific technol- 
ogy aims to create wealth in accord 
with wholesome, evolutionary, indi- 
vidual wants, needs, and desires. 

The articles contributed to this issue 
of The Annals have been written by 
men whose attainment and thought is 
habitual in relation to the creative 
aspects of our present-day selling proc- 

ess. They have given us out of the 
richness of their experience or study 

descriptions of their everyday prob- 

lems. Each one has attempted so to 

present his topic as to suggest the strug- 

gle now taking place to establish a new 

kind of technology to meet present 

changing conditions. Certain writers 

are critical of present-time selling con- 

ditions; others are theoretical in their 

discussion of the future; others show in- 

dividual initiative already at work or- 

ganizing new channels of distributive 

effort; still others are aiming to restrain 

our ambitions lest we make haste too 

quickly. Howsoever much we may 

differ at the present stage of develop- 

ment with respect to the ultimate 
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soundness of any of the ideas expressed, 
we at least must agree that the efforts 
herein described suggest that not only 
practical everyday business men, but 
governmental and political experts, are 
alive to the fact that new systems of 
thought are in the making. Our pres- 
ent agricultural block indicates that 
markets must be found; our economists 
sense the fact that business is dynami- 
cally distributive in relation to in- 
creased wealth, while our engineers 
sense the necessity of reducing all our 
functional processes to the concept of 
time-binding sciences. 

Analysis of the topic under discus- 
sion—Modern Selling—A Wealth-Pro- 
ducing Force—makes possible the fol- 
lowing divisional aspects: 


I. Mopern Activities AFFECTING 
DIstTRIBUTION 


The articles under this general 
heading define definite influences, 
social, political, and commercial in 
nature, which indirectly or directly 
affect the selling administrative poli- 
cies of any business organization. 
Students of distribution already rec- 
ognize the necessity of adherence 
to the laws of balance and _pro- 
portion in relation to the diversity 
and interdependence of human activi- 
ties. One group of interests cannot 
exist happy and prosperous at the ex- 
pense of another group. The struggle 
to grasp fundamentals back of business, 
individual initiative, church, home, and 
state gives a sense of direction and 
helps us to establish values in relation 
to a vision large enough to include each 


legitimate interest. 


II. Sctence AND Art As DIstTRIBUTIVE 
INCENTIVES 


The articles under this heading indi- 
cate the influence which science and 
art are beginning to have in establish- 


| 
| 


ing 
ist 
de! 
| ms 
an 
ch: 
sal 
= fa 
in 
go 
ce 
th 
fa 
fa’ 
ne 
tie 
4 in 
id 
st 
al 
m 
; th 
» th 
fr 
si 
n 
h 
sl 
e 
d 


ing a technology of procedure. Chem- 
istry and physics have already won a 
definite place in industry. The hu- 
manistic sciences, biology, psychology, 
and physiology, are beginning to create 
a new literature in relation to mer- 
chandising distribution. 

Art as a dynamic factor resultant in 
sales pertains to a recognition of those 
factors which establish esthetic values 
in relation to the styles and uses of 
goods in relation to the larger con- 
cept—the art of living. Stretching 
the family dollar has come to mean 
family expenditures in relation to the 
family budget. Good taste, legitimate 
necessities and luxuries are being justi- 
fied through family discussion as to 
merit rather than through haphazard 
advertising methods. 

Creative and consequently wealth- 
producing ideas affecting food distribu- 
tion, clothing, and shelter are discussed 
in relation to the kinds of distributive 
ideas which competition and modern 
standards of taste and discrimination 
are forcing. 

The standardized buying aspect of 
modern business is beginning to show 
that progress in certain lines follows 
prosperity in others. For example, 
the railroads are dependent upon 
freight ; freight in turn is but an expres- 
sion of the millions of individuals who 
need and strive to live up to their dig- 
nity as individuals in relation to food, 
housing, and shelter. Building con- 
struction and public utilities are but 
extensions of individual ambition and 
development. 


III. Mopern Bustness OrGANIZA- 
TION AND ADMINISTRATION 


The topics herein discussed relate to 
the broader aspects of selling which as- 
sist in establishing policies in accord 
with potential markets. The indus- 
trial and agricultural aspects of busi- 
ness analysis assist us in approximat- 


ing change and growth factors ever at 
work impelling adaptation to poten- 
tialities. 

Trade organizations contribute much 
to a membership which insists upon the 
more universal aspects of their prob- 
lems. Group action becomes effective 
in rooting out evils and diminishing 
the possibility of unhealthy competi- 
tion. 

Present agricultural efforts to make 
profits reflect the present status of the 
farmer in relation to an accomnting 
system. The transition has got to be 
made from that of marketing to that 
of merchandising. 


IV. SraTIsTICs AND DIsTRIBUTIVE 


ForcESs 


Statistics is vitally related to the suc- 
cess of business in a threefold aspect; 
first, the accountant with his budget is 
quick to sense unhealthy business con- 
ditions; second, the statistician is at 
work in order to establish sane adver- 
tising and salesmanship effort in terms 
of a potential market in a given terri- 
tory; while a third type of statistician 
is attempting to anticipate future busi- 
ness. The government, chambers of 
commerce and private organizations 
are constantly at work attempting to 
glean wisdom from the past in order to 
guide present events into a sane future. 

The sales manager is the executive 
through whom policy once established 
effectively and finally realizes success 
or failure. A discussion of the neces- 
sity for quotas helps to establish a tech- 
nology which eventually aims to real- 
ize greater sales. } 


V. InstRUMENTS 


This divisional aspect of distribution 
aims to describe and define the creative 
factors at work in distributing goods 
through the various channels from the 
manufacturer to the consumer. Ad- 
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vestising and salesmanship are given 
their functional setting in relation to 
the newer creative activities which the 
pressure of modern business as growth 
is facing. 

The retailer, wholesaler, and adver- 
tising agency are shown to be contribu- 
— to evolutionary pressure in their 
ete to reduce overhead distribu- 
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tive costs in relation to service to the 
consumer. 

The educational aspects of distriby- 
tion are touched upon with an eye for 
possible new types of schools in accord- 
ance with coming distributive demands 
for young people to assist in establish- 
ing our new technology in this field. 


Hersert W. Hess. 
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HE economic system of which each 

organized business is a part is hu- 
man urge manifesting itself in life- 
sustaining and wealth-producing proc- 
esses. Every kind of economic ac- 
tivity furthering individual or group 
necessity, initiative or aspiration is a 
mechanistic functional activity in re- 
lation to the broad and unified concept 
known as business organization. Busi- 
ness organization, however, has two 
primary yet fundamental activities. 
Its first interest is in the production or 
creation of economic goods through an 
appreciation of the mechanical laws 
of nature. Emphasis on manufactur- 
ing processes gives the concept of in- 
dustrial organization. The second in- 


- terest of business organization is pri- 


marily related to the consumption of 
economic goods. Such economic activ- 
ities are characterized as commercial 
organization. Commercial organiza- 
tion has a twofold aspect immediately 
related to the actual as well as to the 
potential use of economic goods. When 
commercial activities are described as 
having clearly defined distributive 
channels through which economic goods 
pass so that they may be territorially 
defined and described in relation to 
established desire, actual markets are 
said to have been established. A 
review of these immediate activities 
with their accompanying efficiency 
problems gives us the more static con- 
cept known as marketing. When com- 
mercial activities attempt to establish 
a technology by which future markets 
may be prescribed, such activities give 
us our modern concept of merchan- 


dising. 


Selling Distribution and Its New Economics 


hited 
By Hersert W. Hess, Pu.D. & 
Professor of Merchandising, University of Pennsylvania 
tt 


Commercial organization with re- 
spect to marketing is primarily inter- 
ested in the principle of continuity. 
By continuity is meant administrative 
preservation of all the established 
space and time factors favoring already 
acquired consumption. The largest 
motivating concept of every commer- 
cial organization through its policies is 
increased profits implying increased 
desire and increased sales. Hence, 
merchandising differs from marketing 
in that it operates in new types of 
relationships, dynamic in character 
and interacting in influence. For in- 
stance, the psychological discovery 
that instincts develop orderly in the 
life of the child, makes possible the 
more profitable sale of toys in relation 
to the exact time of the instinctive 
tendency: to appreciate them. Mech- 
anisms for the transfer of toys to 
children in whom instinct is thus 
normally functioning are forcing an 
entirely new type of form-letters and 
booklets, new systems of selling and 
even new types of retail organization. 

If marketing emphasizes continuity 
and becomes more efficient through 
standardization, merchandising em- 
phasizes the creative aspect and 
increases desire in accord with the 
inner urge of beings for higher and 
proper standards of living. Commer- 
cial organizations are primarily in- 
terested in those mechanisms which 
educe maximum healthy consumption 
of their goods. Commercial adminis- 
tration is constantly seeking those 
selling policies which being practical 
in nature tend to increase human de- 
mand in relation to greater profits. 
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Hence selling odministention has as 
its aim to introduce only such ideas 
as will insure continuity on the one 
hand and reveal possible new methods 
and functions in relation to greater 
profits on the other. The scientist 
___ is nearest the modern commercial ad- 
ministrator. 


“His values have been accepted in the 
physical realm, for example, electricity, 
light, radium or temperature. Man’s 
social, ethical, sesthetic, and religious eval- 

- uations are just as good facts.” 


Merchandising has as its task the 
unification of humanistic ideas and 
activities with respect to the distribu- 
; tion of all economic goods. It aims 
to blend irrefutable ev olutionary and 
scientific values impinging on human 
consciousness with respect to each 
succeeding generation’s urge toward 
greater richness of life in its use of 
economic goods. 


Scrence or MERCHANDISING 
7 The motivation and orientation of 
modern business in its urge toward 
‘greater profits, power, posession and 
enjoyment would seem to find effi- 
7 ciency of organization through the 
_ fructifying processes and highly de- 
veloped functional activities of our 
present evolving merchandising tech- 
nique. For the first time in the history 
of economic activity a consciousness 
of the bountifulness of nature and a 
significance of the legitimate aspira- 
tions of man is beginning to assert it- 
self. Modern science is rendering con- 
cepts in relation to individual hopes, 
aspirations, and legitimate rights, the 
effect of which is to inspire the soul 
with a zeal for its wholesome un- 
foldment and evolutionary expression. 
Science is surcharging the economic 
process with new meaning and insistent 
purpose. Its influence is actually, and 
not oo forcing us through 
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a transitional stage oon that of a 
deficit economy and concept to that 
of a surplus economy. arate. 
is the name of this newly evolving 
transitional science directly related 
to a civilization based on a surplus 
concept of economic goods, Moreover, 
merchandising is a science and not an 
art. It is immediately related to art, 
however, in that it indicates the direc- 
tion, defines the shade of thought and 
sets the line for all selling effort. The 
distinguishing characteristic of mer- 
chandising is its emphasis and insis- 
tence upon consumption of economic 
goods from the consumer’s point of 
view. Merchandising is thus seen to 
have the principle of democracy inter- 
bound in its process. 

Because of its emphasis on con- 
sumer, increased desire, and satisfac- 
tion, in relation to both business 
organizations, and maximum profits, 
merchandising has the possibility of 
putting soul and inspiring incentive in 
modern business. Business as satis- 
fied desires, health, and aspirations 
will thus come to be in accord with the 
wholesome impulses of men, women, 
and children to partake of the abun- 
dance of economic goods which science, 
invention, and leadership are rendering. 
Prophetically speaking, merchandising 
and engineering processes, combined 
with political science carried to their 
logical conclusions through intelligent 
co-operative advertising and salesman- 
ship, can literally make the deserts to 
blossom and the ends of the earth to 
meet. Merchandising is immediately 
and directly related to the inner life 
of individuals. It touches them at 
points of personal honor, immediate 
duty, and personal obligation. Its 
sublimated effectiveness is to show 
how to initiate urge and to establish 
incentive in relation to purchasing in- 
centives. Merchandising is literally 
eee turning to look upon itself 
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CONTRASTING CONCEPTS 


asina glass. Herein we see ourselves 

both an actual recipient and a potential 
creative productive factor in relation 
to business organization, individual © 


earning power of income, immediate 


need, and legitimate 
business profits. Instincts in relation 
to evolving needs and wants and 


services—these are the reflected com- 
ponent elements. 


“Science of Wealth” under early 
economic conditions involving creative- 
ness has laid particular emphasis on 
chemistry and physics in relation to 
production. Herein the physical as- 
pects of nature in relation to product 
and production have been emphasized. 
Human desire in relation to mechan- 
ical and productive processes has been 
at the wonder and curiosity stage of 
acceptation. So suddenly did one 
invention or product follow upon an- 
other that architecture and transpor- 
tation have not yet rendered a com- 
bined quantitative and qualitative 
service to the inventive, instinctive, 
and desire tendencies of man. Habit, 
tradition, custom, and the ignorance of 
the productive area still maintain as 
inhibitory factors in relation to the 
newly developing technique of modern 
demand for legitimate maximum profit 
and consequential maximum distribu- 
tion. Modern business survival involv- 
ing increased wealth has become a 
problem of maximum human desire. 
That the old type of economic thinking 
failed to flower in relation to the most 
fundamental of spiritual aspirations, 
truth and justice was manifested in 
the destruction of wealth and human 
life in the late war. 

The flowering concepts of industrial 
regimentation of thought in relation to 
maximum profits are: 


Standardization 
Competition 


SELLING DistRIBUTION AND Its New Economics 


__ Unfulfilled climax or tragedy 


a Health 
Co-operation 
Humanistic science 


Objective science 
Experimentation or pragmatism 


Cycles of business. 


The contrasting distributive con- 
cepts struggling for an opportunity to 
motivate economic activity and sta- 
bility are: 


reve Conscious creativeness or 


of expression 
. Fulfilled climax or attainment 


Economic epochs. 


The demonstrated finality of indus- 
trial thinking’’ motivated by the above 
concepts has predicted periodical death 
climaxes. This type of thinking has 
a germ within its process which is 
ultimately destructive, strangling, and 
paralytic in its hold upon economic 
life and processes. Préduction’s in- 
stinctive impulses intellectualized have 
transferred “survival” thinking as a 
hang over from “natural history” 
thinking. Industrial thinking has lost 
sight of the necessity for sublimating 
human energy in relation to the most 
elementally spiritual incentives, truth, 
goodness, and beauty. It is only when 
we wish to sell automobiles advertised 
as beautiful in line and form; when we 
sell food that is good in its wholesome- 
ness; when we sentimentalize an air- 
plane as truthful in its adherence to 
the technique of engineering science in 
relation to safety—it is only through 
the force of competition and survival 
that business men are willing to accede 
these elemental human attributes as 
being wealth-determining processes. 
As yet business has been loathfully 
willing to acknowledge the ascendancy 
of the human sciences in relation to 
potential increased wealth. Present 


_ progress is that of crowd pressure re- 
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active against its limited environments. 
_ Growth in business at present is esti- 
mated through statistical experts who 
marshall and interpret facts in relation 
to human desire based on the concept 
of a minimum standard of living. 

No criticism is hereby to be inferred. 
Our evolution often implies the neces- 
sity of contrast pictures as a new day 
with new motives begins to assert itself. 


CREATIVE Processes OF BusINEsS 


That business is a process which 
touches the sources of human behavior 
pertaining to life or death, has been 
exemplified in the World War. Un- 
less business men begin to get at the 
serious as well as the dignity implica- 
tions of their everyday acts, so inter- 
preting them as to be in accord with 
the combined scientific constructive 
thinking of their day, the inevitable 
dramatic climaxes of the past may be 
looked for in the future. If human 
nature can come to be regarded as con- 
_ structive and purposeful in every act; 

if intelligence and soul processses es- 

tablish incentives in accord with the 
expression of all human attributes in 
- every act: reality and ideals become 
= asone. Our present concept of experi- 

mental practicality is that anything 

realized is not capable of ideal realiza- 

tion. So we do the next best thing. 

The tendency on the part of these 

_ “so-called” practicalists is to apologize 
_ for what might seem to be done better. 

Science says that there is a right way 
to look at athing. In science my way 
of looking must be in accord with the 
truth of a situation. Science intro- 
duces the word must into our vocabu- 
lary as vital if we would experience 
truth as health. Facts are objective 

_in science and influence our actions in 
_ relation to wholenesses or unity. Sci- 

ence as a process is an expression of 
truth and determines the particular 

way we are to accept ideas. In an 
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economic sense science has demon. 
strated its wealth-producing power 
through physics and chemistry. Sel]. 
ing distribution gathering unto herself 
a technique is evolving a new science 
of merchandising administration based 
on the external flowering concepts of 
those sciences which attempt to get at 
an understanding of the individual jp 
particular and people in general. The 
dynamic economist 
is one in accord with intangible values, 
scientific and philosophical in relation 
to the ever-changing climactic future, 
Future practical economists or business 
men have as their task the reconcilia- 
tion of the factsand science of individual 


life in relation to nature, machines, and , 


increased wealth. The dynamic econ- 
omist is not budgetary in his point of 
view so much as creative in relation to 
capital expended involving new enter- 
prises and new systems of thinking. 
He discounts the present with its oppor- 
tunism: he builds for the distant future, 
The budgetary economist is mor 
static. He thinks in terms of running 
what is already established under 
conditions where greater efficiency is 
obtained: he thinks in terms of elim- 
inating waste. The dynamic econ- 
omist does not overly emphasize effi- 
ciency in expenditure. He does things 
in a spirit involving zeal, ambitions, 
power, and enterprises. He builds 
so massively and in the spirit of mag- 
nanimity that his works become a 
blessing for decades. His every act 
creates new values and forces new per- 
spectives. His acts are of faith in 
relation to wholesome urge. His waste 
becomes as nothing compared with the 
added richness, new incentives, and 
actual pleasure which he establishes. 
He deals in creative processes which 
bridge into the distant future. Typ- 
ical of this is the movement of human 
enterprise in the Pennsylvania Station 
of New York City. 
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Desire, need, wants, and fear are the 
four most elementary individual im- 
pulses motivating all business activity. 
The organization of all economic effort 
is in terms of these primitive impulses. 
The constitution of man as an elemen- 
tary organized unit is thus character- 
ied as wish with purpose, urged by 
internal necessity and compelled by 
imponderable externality. Four prin- 
ciples are constantly at work precip- 
itating functional activities in relation 
to modern business organization. 
These are the principle of initiative, 
the principle of continuity, the principle 
of adaptation, and the principle of 
balance. Their combined resultant is 
a consciousness of change as growth. 

It is recognition of this fact of growth 
that is forcing us to realize the neces- 
sity of introducing a technology to 
meet its requirements. This newer 
science, for lack of a better term, might 
be called merchandising. Its primary 
aim is to direct economic activities of 
business organization in relation to 
such technological processes as will 
enable each individual to possess those 
economic goods which are indispen- 
sable for individual self-preservation, 
dignity, and human happiness. 


Mopern Mercuanpisinc—A New 
ScIENCE 


Merchandising defined is that func- 
tion of modern selling distribution 
whose primary purpose is: first, to 
establish through investigation the 
potential market of a given article, 
product, commodity, or proposition; 
second, either to make the immediate 
channels of distribution more efficient 
or to devise new channels of consumer 
approach in relation to profits and con- 
sumer satisfaction; third, to describe, 
define, and formulate scientifically in 
accord with economic principle or 
theory such advertising and salesman- 
ship technique as will produce maxi- 
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mum returns with a minimum of 
effort. 

The secondary purpose of merchan- 
dising is to employ the critical faculty 
in relation to interdepartmental func- 
tions of a given business as, forexample, 
the relationship between the credit 
department and sales, the budget and 
sales, finance and sales, advertising 
and sales. 

A second purpose is to employ the 
critical faculty with respect to com- 
petitors’ methods not in accord with 
standards of honesty. This is evi- 
denced by the present effort to establish 
Bureaus of Better Business Principles 
throughout the country under the 
guidance of the Associated Advertis- 
ing Clubs of the World. 

The third use of the critical faculty 
pertains to such criticisms of govern- 
mental acts as ultimately negatively 
disturb normal and changing standards 
of living in accord with economic prin- 
ciples and theory. 

A fourth use of the critical faculty 
pertaining to merchandising as a sci- 
ence challenges government to envisage 
the constant and increased growth of 
business as indispensable for whole- 
some consumer consumption. National 
prosperity is the resultant. 

The motivating idea of modern 
merchandising is the urge of economic 
goods by peoples of all the earth at the 
right place, at the right time and the 
right manner. This thought not only 
frees the energy of men in relation to 
necessity and possibility, but organizes 
the individual in his use of goods. 

Tertiary forces with which scientific 
merchandising as a process has to con- 
tend are: first, with respect to the moral 
aspects of the individual to maintain 
a wholesome standard of living in 
accord with laws of personal health and 
development; second, with respect to 
the social relations of different groups, 
as labor, the middle class and wealth, 
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third, with respect to the moral om 
mands of structural responsibility 
which one group of business interests 
owes another, for example, the bank- 
er’s responsibility to individual initia- 
tive as well as local and national enter- 
~prises. 
Merchandising as a process considers 
the thing to be sold with respect to 
consumer satisfaction as well as profits 
through advertising and salesmanship 
effort. It considers governmental con- 
trol and vision as vital with respect to 
legitimate competition and individual 
initiative. It demands efficiency as 
- to methods over longer periods of time 
in relation to scientifically estimated 
maximum potential sales at minimum 
costs. Thus, forecasting is to become 
4 a science pertaining to vision which 
when not realized is indicative of wrong 
thinking or stupidity on the part of 
- leadership administration. In the fu- 
_ ture it is chance which is to be reduced 
the minimum. 


_ Foncrion or SELLING ADMINISTRATION 


The ultimate purpose of all business 
organization is to sell goods or render 
_ service at a legitimate profit. Selling 
administration has a twofold function. 
It is intensive with respect to effi- 
ciency of the inner workings of the or- 
ganization, actually realizing such pol- 
icies as have already been decided upon. 
_ The other is extensive with respect to 
the adoption of new policies in relation 
to the vision of possible future attain- 
~ ment established as a result of the 
technique which modern merchandis- 
ing is employing scientifically to realize 
potential markets. This method is in 
decided contrast to the old, which 
trusted to chance and experimented 

when expediency failed. 


The distinguishing characteristic of 
this new evolving science in distribu- 


_tion is twofold: first, it forces each 


business to determine it its inner depart. 
mental relationship as well as a given 
business’s dependence on other busi- 
nesses in terms of maximum sales and 
legitimate profits. 

Second, it recognizes that the new 
ideas afforded by the humanistic sgei- 
ences make possible changes in distrib- 
utive channels of trade favoring new 
methods of procedure. For instance, 
let me repeat, the developing child 
passes through different clearly defin- 
able stages. 

If we were to see to it that a child 
possessed the right toys in accord with 
the period when these tendencies assert 
themselves, the toy manufacturers 
would be compelled to establish such 
systems of distribution as would put 
the right toy into the possession of the 
child at the right time. Further re- 
search will undoubtedly throw light 
upon the effect of the use of these toys 
in relation to the building of better 
bodies, the development of co-opera- 
tive habits and the creation of surplus 
energy through which the nobler im- 
pulses can practically realize them- 
selves. 


INFLUENCE OF MODERN SCIENCE 
on BusINEss 


It is through the flowering concepts 
and ideas rendered by modern science 
brought into accord with selling policy 
that wholesome evolutionary changes 
in business are beginning to assert 
themselves. It is the ultimate task of 
merchandising through interpretative 
statistics to establish such organizations 
and functions as will be in accord with 
the evolutionary development in rela- 
tion to the structural scheme of things. 

Merchandising as a process is con- 
stantly calling into play new purposes, 
new incentives, and new functions. At 
the same time, it establishes a sense of 
new relations of interdependence. 

That this analysis is in accord with 
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DistrRiBUTION AND Its New Economics 


already evidenced in co-operative ad- 


rt | the facts, all we need to do is to 
ven | pote ev olutionary changes in distribu- vertising by the paint industry, courses 
8i- | tion seen in the present competitive of instruction in the “Art of Living” 
nd | struggle of the department store, the — in our schools, which indirectly inspires 
chain store, the five-and-ten-cent store, the individual to higher standards of 
ew | direct to consumer selling, the mail living as well as responsibility, or in 
l- | order house and co-operative societies. new methods of salesmanship as evi- 
ib- | Moreover, the signs of the times seem denced in a tendency to bring the 
ew | to indicate that retailing is likely to manufacturer and consumer into more 
ce, | change accordingly as the idea gains direct contact. Nor need it necessar- 
ild | omentum that there are too many or _ ily follow that the middleman will be 
in- { too inefficient retailers. The concept displaced. It will only follow that he 
’ is dawning that the structure of man will change his functional relations in 
ild himself makes possible a system of dis- accord with these new ideas which 
ith | tribution under conditions which in- science is revealing as applicable to the 
ert | yolve new methods of advertising as maximum consumption of goods. — 
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AVE you ever thought of the 
a romance about this great coun- 
try of ours? We have a wealth and an 
income per capita now far and beyond 
that of any other country and people 
anywhere. We are not only the 
world’s greatest producer—we are also 
_ the world’s greatest creditor. Wher- 
ever there are men and cities the 
world round there are American goods 
and American dollars and American 
investments. 
And yet it is a scant century and a 
} half since we were a struggling rural 
people of a population in all our colo- 
is nies not so great by half as that now in 
_ the one state of Pennsylvania alone. 
All the wealth of this country put into 
_ dollars at the time Washington was 
struggling at Valley Forge would not 
~ today rebuild a single one of our many 
smaller steel towns alone. Washing- 
le 
“2 ton was one of the wealthiest men of 
2 his times, and yet his entire fortune 
5 put into dollars would not build and 
equip one of the smaller steel mills in 


_ one of these smaller steel towns today. 
The lowliest of American wage earners 
today can enjoy a variety of pleasures 
and satisfactions unknown to the best 
among the middle class at the time of 
our great-grandfathers. 


Tue Source or WEALTH 


What has been the secret of this 
wealth-creating power of ours? Whence 
has come our wealth and our produc- 
‘ing power? 

In the main from two sources: 
_ Our natural resources on the one hand; 
_and the worthwhileness and hard work 


te 


Political and Governmental Tendencies in Their 
Relation to Increased Wealth 


By Ciype L. Kine 
Swe ana Secretary of the Commonwealth of Pennsylvania 


of the people of this country on the 
other. 

We have been creating wealth from } 
our great stretches of forests; from the 
bounty of our mines—coal and iron 
and copper and gold and silver mines; 
and from the native fertility of our 
broad acres of virgin soils. 

Some of the spent wealth of these 
resources is now invested in school / 
buildings, paved highways, railroads, 
mills, and factories—themselves all 
creative of new wealth. But a part, 
alas, has been wasted through prodigal 
methods of production never to have 
value again. Our forests and ow 
soils have yielded up the most of their 
native tribute to the wealth-creating 
sources of this country. The products 
of our mines, as of our fields and our 
forests, have now also reached the point 
of increasing costs in production. 

Our wealth in the future and ou 
living standards in the future cannot | 
come so largely as in the past from | 
merely helping ourselves to the boun- 
teous gifts of Nature. We must asa 
nation from now on in the main pay 
our way and depend on the wealth we 
can create by skill in industry for the 
maintenance and we hope the expat- 
sion of the standards of living for 
everyone. 

Wealth comes from the toil in mind 
or body of those who create goods or 
services from or through natural re 
sources. 

The trend in matters governmental 
follows trends in industry and in com- 
munity organization. Let us therefore 
discuss: 
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I. The Trend in Industry. 

ll. The Trend in Community Or- 
ganization. 


fll. The Trend in Matters Political 
and Governmental. 


We ought then to be able to discuss 
together : 
IV. Some Ways Toward Increased 


x Wealth and Higher Stand- 

ards of Living. 
. Tue TREND IN INDUSTRY 

1. A Halt in the Upward Trend in 


Standards of Living 
In the latter half of the 19th century 


there was an upward trend in the 
standard of living in practically all 
countries. The only exceptions were 
among special groups at special times 
and for limited periods, such as the 
hardships of agricultural workers in 
England brought about by the great 
increase in the output of cereals in 
this country in the first half of the 
19th century. But the general trend 
in living standards was upward every- 
where throughout the 19th century. 

In the years preceding the Great 
War the trend of real wages of indus- 
trial workers as a rule reached its peak. 


There was if anything a decline in ac- 
tual standards of living. Certainly 
throughout the warring countries of 
Europe, when money wages were 
translated into real wages, real wages 
went far backward in the war period. 
And even in this country but few 


groups maintained their actual pre- 
war standards of living. Immediately 
after the war period there was a general 
decline in real wages, both in this 
country and abroad in _ industrial 
groups and a marked decline in real 
income in our agricultural groups. We 
have just passed through a short re- 
vival of industrial prosperity whichfhas 
given most industrial earners in this 
country about the standards of living 
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they had before the war. But we are 
now having an amount of unemploy- 
ment that indicates that such wages 
are transient, even here. Workers in 
war countries now have real wages far 
below pre-war standards. 

The brutal fact is that we cannot 
destroy the producing power of such 
great segments of the world’s creative 
wealth as those destroyed in France, 
in Germany, in Belgium and in Europe 
generally, and not have a decline in the 
purchasing power in such countries 
that will in turn produce a decline in 
purchasing power in all countries 
dependent in whole or in part on in- 
ternational trade for the earning power 
of their workers. 

For a hundred years we offered free 
land—land as good as any in the 
world—to the farmers of every country 
who desired to come and accept the 
gift, on the sole condition that they 
put up the improvements thereon. 
And come from all countries they did— 
sturdy, self-reliant, hardworking, God- 
fearing men and women. These stur- 
dy pioneers cleared the forests and 
broke the prairies from coast to coast. 
It is on their shoulders that the pres- 
ent, well-to-do generation stands. 

But one result of these free lands of 
ours under cultivation of those not 
afraid of toil was to build up a large 
surplus of food products, especially 
wheat and animals, which find their 
only market abroad. The price of the 
farm products we produce is still set by 
the surplus we sell abroad. But the 
purchasing power of those who have 
bought our foods abroad is declining, 
as a result of war destruction. Hence 
farm prices have since the war been 
low as compared with the prices of 
other commodities. And low pur- 
chasing power of farm products 
comes at the same time that the native 
fertility of our soils is exhausted. The 
cost of producing farm goods is in- 
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creasing and their price is relatively increased competency in the f cre 
decreasing. Half our people depend as on the farm will keep up our living | jn 
on the farm directly for a living. standards. for 
With increasing costs and declining Whether we can maintain American co 
foreign markets this half will be hard standards of living under these cop. | _ jn 
. put to it in the years that are just ahead ditions is dependent on our ability to | ¢o 
’ to maintain a standard of living fitting produce at costs as low as or lowerthan | op 
_ to American life, together with fair any other country on earth. The 
as educational opportunities for their secret of low unit costs on American | %: 
children. Increased skill in farming goods lies in quantity production on 
alone together with every possible foreign the one hand, and in the skill of labor. 
ee 3. market will keep up living standards on ers in turning out machine products} sa 
; our farms. on the other. We can no longer rely | ke 
In the years preceding the World on simply selling our virgin natural | wi 
War our factories were expanding to resources and living so largely on 
meet a growing market for our manu- what Nature has given so bountifully | ad 
< _ factured goods in foreign countries. in the past. We must from now on in 
7 _ The World War demanded more and make our own living as a nation | in 
age) ever more of our goods. Our factory And to make this living will requir eo 
=a production, like our farm production, _ skill of a high and ever higher order, | ea 
is now greater than domestic consump-_ whether on the farm or in the factory. | te 
We have, during and since the war *: Ability to Produce Wealth Main} ,, 
_ period, exported large quantities of tained 
capital abroad. The interest on this Despite the fact that the upward | 4 
=, capital must soon be coming back into trend in standards of living has been 
this country in the form of goods. halted, possibly for several years, ina 
Countries abroad desiring to get few countries at least, yet the ability to | pe 
back to a gold basis must buy gold produce wealth has not thus far been | _ th 
from us, as we have practically all the permanently injured. in 
_ world’s commercial gold. These coun- The creative mind in industry after | th 
tries can buy gold only by sending in all is in the laboratory, whether that | in 
goods. laboratory be in the university or in the in 
We have developed and have been factory, in the agricultural experiment | di 
relying since the war on a large foreign station or on the farm. The genius to sc 
market for some of our manufactured try out new things and the will to put} di 
_. goods. The purchasing power abroad science in the place of tradition is still | _ th 
of those who desire these goods has also abroad in this as in other lands. With | in 
been lowered by war destruction. this creative genius at work amidsta| al 
oe: In other words, we must have im- _ will to achieve, in a people dependable 
ae _ ports to pay interest on our capital and responsible, wealth-creating forces 5. 
_ invested abroad and to pay for our will continue. 
exports and this just as there is a Many of the forces that some look on | 82 
Fe - decline in the foreign demand for our askance are after all at the basis of | VW 
own surplus of manufactured goods. wealth creation. The desire of the | of 
It is only a question of time, therefore, average man for an automobile, and of Ww 
until the earners in our cities, too, the earner for a home and for educa-| th 
_ will be hard put to it to maintain _ tion for his children; the willingness to | tl 
_ American standards of living. Only work that standards of living may in- fr 
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emease—these are the essential factors 
in wealth creating power. The desire 
for bettering one’s condition and the 
condition of one’s children is certainly 
increasing. The motive is thus a 
continuing one for ability and toil to 
create wealth. 


§. A Continued Trend Toward Scien- 
tific Selling and Marketing 


Scientific selling creates wants or 
satisfies existing wants; scientific mar- 
keting distributes goods and services 
with the least practical cost. 

The hugh amount of present day 
advertising is creating desires at a rate 
in excess of real income. Thus the 
incentive to ever greater income is kept 
constantly before every member of the 
earner’s family. Scientific marketing 
tends to keep distributing costs down. 
Both are essential factors in creative 
wealth. 


5. A Continued Trend Toward Science 
in Production 


Competition is now looking to com- 
petency in management. Relatively 
there has been as much incompetency 
in management as in labor. Savings 
through good management, like savings 
in marketing, go direct into better liv- 
ing standards of earners or into pro- 
duction goods. It is possible, through 
scientific selling, marketing, and pro- 
duction, to keep living standards in 
this country ever a little above those 
in any competing country not equally 
alert to the value of science in business} 


5. Increased Opportunjty of Individuals 

The shift in industry, made neces- 
sary and also made possible by the 

jorld War, and the relocation in effect 
of some cities and of centers of surplus 
wealth, recreates in the world today 
the opportunities for individual effort 
that characterized the heyday of our 
frontier life. ‘The frontier today is a 
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different one to be sure. But it is still 
a frontier with all of the opportunities 
common to economic frontiers. These 
opportunities are not limited to capi- 
talists. They offer themselves to those 
who toil at the trades and on the farm 
as well. 

Industries change, and methods of 
production change and hence men must 
change their jobs. A recent study of 
life insurance statistics shows that one 
out of four of those who started to make 
a living as tailors or miners were mak- 
ing their living in other ways in the 
later days of their lives. Only thirty 
out of every one hundred of those who 
started to make their living as barbers 
were barbers in their later days; while 
forty out of every one hundred young 
men who started making their living 
as plumbers or carpenters later changed 
to other ways of making a living. 

Mobility in industry whether for 
labor or for capital fundamentally after 
all is the basis for opportunity to indi- 
viduals. Certainly both labor and 
capital are as fluid today as at any time 
in our world’s history. 


6. A Growing Democracy in I ndustry 


Over a long look there has been and 


still is a definite trend toward greater 
democracy in industry. The economic 
roots of democracy in industry lie in 
relative scarcity of labor. With lim- 
ited immigration to this country and 
with an increase in the demand for 
skilled workers, laborers have been 
given voluntarily by industrial man- 
agers a greater say as to their own work- 
ing and living conditions. With the 
post-war decline in employment in this 
country, to be sure, numerous plans 
for direct participation of wage earners 
in the determination of working con- 
ditions were put aside. But never- 
theless in the more recent months we 
have had an increase in the number of 
firms that in one way or another are 


Ctory 
living 
Tican 
con- 
than 
abor- 
lucts 
tural 
| 
fully | 
tion, 
tion. | Ea 
de 
ory. 
een 
een 
that 
ent 
put 
still 
vith 
it a 
ible 
on 
the 
to 4 
in- 
— 
4 


recognizing the value to production 
itself of a greater democracy in indus- 
trial relations. 

This is quite apart from the distinct 
trend toward legislation in Germany, 
in Italy and in practically all European 
countries providing by law for the crea- 
tion of statutory machinery for the 
_ direct participation of labor in indus- 

trial management. 
Slowly, but just as surely as came the 
_ growth in political democracy, indus- 


trial power is moving downward. 
a Organization in community life 

changes to meet changes in economic 
environment. The organization and 
function of government is based and 
dependent upon organization in com- 
munity life. 

The following are significant trends 
in community organization: 

1. The trend toward organized self- 
help by farmers. 

2. Continued trend toward increased 
organization among wage earners. 

3. The trend toward militant organiza- 
tion by business groups. 

4. The trend toward self-government 
in the trades and professions. 

5. A greater participation in govern- 


ment by self-interest groups. 
6. The noon day of propaganda. 


Il. Tue Trenp tn CoMMUNITY 
ORGANIZATION 


Let us discuss each of these points 
briefly. 


1. The Trend Toward Organized Self- 
Help by Farmers 


During the seventies the farmers in 
this country organized as one indus- 
trial group chiefly through the grange. 
In the last ten years there has been 
a significant and growing movement 
among farmers to organize essentially 
by dominant economic interests. Thus 
milk producers are organized to secure 
better milk prices in practically every 
metropolitan area in the United States. 


4 
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Growers of tomatoes have their special 
price organizations as have the growers 
of cotton, potatoes, wheat, livestock, 
and practically every special farm 
product. 

These groups have learned the eco- 
nomic lesson that the world helps them 
that help themselves. Self-help is a 
distinguishing feature of such agricul- 
tural organizations whether in this or 
in other countries. This self-help ex- 
tends to the standardization and pur- 
chase of seeds and fertilizers, to the 
standardization of containers, to the 
securing of desired legislation and the 
prevention of harmful legislation, as 
well as to the securing of a fair price. 

An example of what these self-help 
agricultural organizations are doing 
is the work of the Interstate Dairy 
Council of Philadelphia. The farmers 
of the Philadelphia territory have 
through their own organization created 
a committee to secure high standards 
of milk from every milk producer in 
the Philadelphia district, standards 
above those possible for public health 
departments to enforce. Toward this 
end a list is kept of the names of every 
milk producer and a record of the tests 
of each farmer’s milk is also kept. 
These tests are not only butter fat tests 
but also sediment tests. The farmers’ 
organization sends its own agents 
around to show those producers whose 
milk is not clean or is unsanitary how 
to maintain high standards in the qual- 
ity of their milk. All this is done for 
two reasons: (1) To expand the 
market because good milk tastes bet- 
ter and because more will be purchased 
if people know it is a safe food; and (2) 
to meet in every respect the obligation 
upon the producer of baby food to 
make certain that the product is a food 
and not a poison. 

No one who knows the situation 
among farmers and no one who is fa- 
niliar with thesplendid achievements of 
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these self-help organizations will say 
less than that these organizations are 
essential and creative forces in the 
wealth-making processes of our times. 


2, Continued Trend Toward Increased 
Organization Among Wage Earn- 
ers 

Through the unemployment period 

following the collapse of prices conse- 
quent to the World War, an effort was 
made in this country to handicap if 
not to destroy trade unions. The wage 
earner was at his greatest disadvantage 
then as he had to have work to live. 
But the return of general employment, 
together with the futility of the effort, 
has brought about a situation where 
all must agree both that the trend of 
wage earners to organize in this coun- 
try as in other countries is still upward 
and that such organizations will con- 
tinue to play an important part in our 
industrial life. 


8. The Trend Toward Militant Or- 
ganization by Business Groups 


In the first industrial conference 
called by President Wilson in the 
latter years of his administration, a 
naive attempt was made by certain of 
the industrial leaders of this country 
to see that employers should meet only 
with laborers in their own shops and 
would not meet with representatives 
of trade unions not among their own 
employes. This meant that business 
men were to have effective national 
organizations but laborers were not. 
But the industrial system today is so 
complex, the wages in one factory so 
dependent on the wages in another, 
that many employers have stopped 
their efforts to force laborers to aban- 
don national bargaining organizations 
and have instead grouped themselves 
into militant organizations for self- 
protection and mutual advancement. 

Such organizations have been re- 


vealed, not only in nation-wide wage 
policies, but also in organized efforts to 
shift such taxes as the sur-tax and to 
get special tariff concessions for spe- 
cial interests. 

This movement has been materially 
helped by the fact that most metro- 
politan dailies and big magazines 
have to be million dollar concerns 
nowadays. 


4. The Trend Toward Self-Government 
by Self-Interest Groups 


The one essential to modern life and 
business is faith in each other. 

There can be no faith unless there 
are standards of conduct. There can 
be no adequate standards of conduct 
unless the trades, professions, and 
business will themselves set and main- 
tain each their own standards. 

If the trades, businesses, and pro- 
fessions will not themselves maintain 
adequate standards, government must 
step in to enforce standards at least to 
a point that will protect the health, 
welfare, and morals of the people. No 
less than this has the state ever done. 
No less than this will the state of the 
future do; because the survival of all 
is more important than even the life 
of any individual, as shown by the 
universal willingness of all nations to 
sacrifice the lives of their best young 
men when the national life is in peril. 
Government has seldom, if ever, stepped 
in to regulate until compelled to do so 
by the lack of standards, or worse 
than lack of standards, on the part of 
the trades, professions, or businesses 
themselves, but the trades and the 
professions and business can create 
ideals; they can perform their best 
service only as they maintain high 
standards of conduct. 

One modern way of maintaining 
these standards of conduct is through 
codes of ethics prepared by each trade 
or profession or business group, 
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adopted by these groups and enforced 
them. 

When community life was limited 
to a neighborhood, and when anyone 
from beyond the hills was a stranger, 
and when each and every person had a 
chance to know first hand of the goods 
he bought and of the services he paid 
for, accepted standards for trades and 

_ professions and business as such were 

not essential. But under modern con- 
_ ditions, when the plumber, or the 
carpenter, or the funeral director, or 

the engineer, or the doctor, or the 
architect serves those far and beyond 

his personal acquaintance, and when 

‘markets are world wide, the old doc- 

ae trine of the “buyer beware” can in no 
‘ wise protect modern consumers, or 

develop modern business. 

at The more complex our life the greater 

the need for faith and for ethical con- 

duct. When faith breaks down, com- 
merce breaks down and with commerce 

fall the trades and the professions. 
Hence it has come about that the 
professions and the trades are setting 
is up their own standards of conduct in 
- order to insure that those who hold 
themselves out as members of a given 
_ profession or trade are competent on 


the one hand, and not harmful to the 
trade, or the profession, or the public 


on the other hand. 
This is true self-government in busi- 
ness. And until we have self-gcvern- 
- ment in business we cannot have real 
self-government in politics. 

All of the professions, with the ex- 
ception of public service, and practi- 
_eally all of the trades, have adopted 
codes of ethics. Business as such has 

not adopted such a code although such 
scode has been proposed.! But many 
special business groups have adopted 
hd enforced ethical standards as no- 


. : 1 The following code of ethics for business has 


; of the United States Chamber of 


tably the advertisers in their “Truth 
in Advertising” campaign. 


5. A Greater Participation in Govern. 
ment by Self-Interest Groups 


One way to advance one’s economic 
interest is through helpful legislation, 
As shown above each of our industria] 
and economic groups are awakening to 
the possibilities of self-help through 
co-operative effort. It is to be expect- 
ed, therefore, that self-interest groups 
will take an ever livelier activity in 
governmental affairs. Competition is 
more and more between groups and 
less between individuals within a group. 

We have heard much in recent years 
about “blocs.” The eastern paper 
speaks of the agricultural west as a 
“bloc.” And the western paper speaks 
of the Wall Street interests as a “bloc.” 
So we have the trade union bloc, and 
the high tariff bloc, and the wet bloc, 
and the dry bloc, and the manufac- 
turers bloc, and the newspaper bloc, 
and the magazine bloc. 

As a matter of fact such group 
activities are not only to be expected 
but are commendable. They properly 
arouse public opposition only when 
self-interest is put above public interest. 
To this point we shall return in a later 


portion of this article. a 


6. The Noon Day of Propaganda 

With various industrial and social 
and economic groups alive to the possi- 
bilities of self-advancement through 
public understanding, we have had in 
the last decade a universal use of prop- 


Commerce and later president of the Interna- 
tional Chamber of Commerce: 

1. A business, in order to have the right to 
succeed, must be of real service to the commu- 
nity. 

2. Real service in business consists in making 
or selling merchandise of reliable quality for the 
lowest practically possible price, provided that 

ise is made and sold under just condi- 
tions. 
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aganda of one sort or another by prac- 
tically every group interest. The 
farmers’ organizations employ men 
who know the value of publicity; trade 
unions pay the price necessary to get 
clever publicity men; business organi- 
gations, chambers of commerce, the 
national civic federation, the industrial 
conference board—all have their pub- 
licity bureaus. The news editor of the 
modern newspaper has every day 
poured in to him more propaganda 
from interested groups than he can 
ever hope to use. Newspaper report- 
ing has become largely an art of the 
sleuth in trying to find out what the 
truth really is back of self-interest prop- 
aganda. And the worst of this prop- 
aganda is often hid under the guise of 
incomplete and one-sided statistics. 


Ill. Tue Pouiticat GOVERN- 
MENTAL TREND 


Changes in industrial situations are 
immediately reflected in either the 
form or function of government. Gov- 
ernment should change to meet its 
changing duties. If there is not at 
least this adaptation to function, gov- 
ernment would not long survive. 

Significant trends in matters govern- 
mental and political are: 

1. Acontinued trend toward protective 
legislation. 

2. A trend toward larger units of gov- 
ernment. 

3. A trend toward wider participation 
in governmental affairs. 

4. A trend toward new exposure of 
corruption in public life. 


1. A Continued Trend Toward Protec- 
tive Legislation 

When communities were small it was 
easy to protect one’s foods because the 
foods were grown nearby. But now 
much of our food as well as our counter 
drinks go through a‘ manufacturing 
process. Adulteration cannot now be 
detected by the average individual 


q 


under any circumstances. Hence we 
have a great body of pure food legisla- 
tion, local, state, and national. 

Legislation to protect health con- 
tinues, although not at the rate of two 
decades ago when the problem first 
presented itself, after it became com- 
mon to put poison into foods and to 
misrepresent to such an extent and in 
such ways that the old doctrine of 
“buyer beware” could in no wise pro- 
tect the consumer. 

In the field of morals there has also 
been a trend in this as in other coun- 
tries toward protective legislation. 
The roots of this legislation lie in eco- 
nomic ground. 

It may not be anyone else’s business 
whether the driver of an old horse on a 
lone country road is drunk. The horse 
is able to protect himself to a certain 
extent and is also a protection to others, 
even after the poison of drink has stolen 
away the mind of the driver. But it is 
everybody’s business when the driver 
of a high-powered automobile at high 
speed on a road dense with traffic is 
drunk. For the life and property of 
others is in peril by his actions. When 
goods were manufactured mainly in 
the homes by machines of little power, 
it might have been nobody’s business 
as to whether the operator of the ma- 
chine was drunk on duty. But the 
case is very different with the engineer 
handling a railroad train or with the 
operator of a machine in a factory when 
carelessness takes the life or limb of 
others. Drunkenness in the day of 
high-powered machinery is everybody’s 
business. For we cannot even protect 
the lives and the property of the inno- 
cent, let alone take our place in world 
competition, when drunkenness per- 
vades employment anywhere. 

It is equally everybody’s business 
when the use of drugs leads to the 
destruction of property if not to the de- 
struction of human life. The commu- 
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nity of a generation ago had little access 
to habit-forming drugs. Today mem- 


: : ‘ bers of the community have such drugs 


thrust upon them. Hence the legis- 
lation in all the fields of morals has been 
increasing and whether some like it or 
not it will no doubt continue to in- 


crease. 
_ Dependability becomes an essential 
quality of the modern worker. 


The segregation of feeble-minded 


_ persons and of other inadequates has 


been increasing to the improvement of 
the physical well-being of the human 


_ race. More money is being spent on 
_ the proper training of the handicapped 


‘such as the blind, the deaf and the 
dumb in order that they may be pro- 
ductive members of society. 

Unfair competition is being con- 
trolled by administrative machinery 
such as the Federal Trade Commission. 
Business is competing on a higher plane 
by forcing the non-conformers to com- 
ply with laws setting minimum stand- 
ards. Workmen’s compensation laws 
continue to take the burden of indus- 
trial accidents off the family and place 
it onthe industry. Certainly few now- 
adays would vote to repeal such laws. 

The amount and character of pro- 
tective legislation largely depends upon 
the extent to which the trades, the pro- 
fessions, and businesses themselves 
each govern their own industry in the 
public interest. 


2. A Trend Toward Larger Units of 
Government 


To do its job right the boundaries of 
government must be contiguous with 
the problems with which government 
copes. When all our roads were tracks 
in the mud at their best, fair road su- 
pervision could be secured from town- 
ship road supervisors. But when the 
need for the through automobile road 
came, the mud road supervisor had to 
give way to the builder of concrete 
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roads and to the highway engineer, 
The townships could not afford to em- 
ploy such engineers. Hence state 
highway systems have within the last 
decade and a half become the rule. Ip 
other fields of government also there 
has been a trend toward using units of 
government that are as big as the job 
to be done. People will not long nurse 
a tradition in favor of local govern- 
ment in matters where the local goy- 
ernment is helpless. Consequently, 
much formerly done by the township 
or county is now done by the state, 
just as the nation is now doing much 
work formerly done by the state. 

For the same reasons also the field 
of international law is constantly 
expanding. International regulations 
are multiplying. No people will long 
be satisfied to let useful things go 
undone solely because existing na- 
tional governmental machinery is not 
adequate to the size of the job. 

Many Americans do not under- 
stand the virility of the League of 
Nations. But may not the very 
existence of effective government in 
Europe depend upon the success of the 
League of Nations? Post-war treaties 
so reduced the boundaries of certain 
European states that they are no 
longer effective economic units. More- 
over, their boundaries are not always 
contiguous with economic needs. Does 
not survival under such circumstances 
require the new type of co-operative 
governmental machinery represented 
by the League of Nations? 

Is it to our own public interest by 
isolation to wreck for years the maxi- 
mum purchasing power of our agri- 
cultural groups? The world today 
requires effective co-operation among 
nations. 

In the long run government will 
best serve its purpose by having 
boundaries contiguous with the eco- 
nomic problems it must serve. Thus 
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our own growth as a nation has come 
about largely just because such matters 
as interstate commerce could be han- 
dled by the nation and not by the 
states. 

The trend toward larger units of 
government is no doubt here to stay. 


8. A Trend Toward Wider Participa- 
tion in Governmental Affairs 

In all of the main countries in the 
last ten years there has been a wide 
extension of suffrage. This has in- 
cluded woman suffrage in this and in 
other countries and in addition a wide 
extension of manhood suffrage in 
European countries. Not only has 
there been a trend toward increasing 
the number of voters, but on the 
whole new voters are participating in 
public activities in a degree older 
voters did not. Certainly no group of 
new voters has ever taken the general 
interest that the women voters in this 
country are taking and every indica- 
tion is that the same is true of women 
voters elsewhere. 

Coupling the trend in industry 
itself toward industrial democracy 
with this trend toward greater democ- 
racy in government, we can look for- 
ward no doubt to an increased amount 
of economic legislation. 

This economic legislation will prove 
harmful either if it places a burden on 
industry in the form of old age pensions 
or otherwise beyond the proper ability 
of that industry to bear, or if it tends 
to limit individual initiative or the 
zeal for production. The hopeful trend 
in this regard is that labor leaders who 
believe in increased production are 
coming into greater prominence both 
in this country and abroad. The 
present Premier of France—Edouard 
Herriot—is the leader of the Scien- 
tific Management School in that coun- 
try. And the American Federation of 
Labor in this country has officially rec- 


ognized the need for pie pro- 
ductive power. 

If production is unduly limited, 
whether by legislation, by trade union 
regulations, or by short sighted wage 
policies, standards of living must fall. 
It is only through increased production 
that standards of living can increase. 
Unnecessary handicaps to useful pro- 
duction are harmful to the public wel- 
fare. 

But this is not to condemn all legis- 
lation either in the economic field or in 
the field of health, morals, or welfare. 
The useful well-being of all is just as 
important as the increase of wealth of a 
few individuals. And to do as one 
pleases is not the same as individual 
initiative. 

4. A Trend Toward New Exposure of 
Corruption in Public Life 

It has been a decade or two since we 
have had a real revival of exposure of 
corruption in public life. No one who 
knows the facts will question that the 
general atmosphere in Washington, 
D. C.,.for instance, in the past four 
years has been that “the lid is off.” 

There is a trend toward a revival of 
higher standards of ethics not only in 
the church but in business. This re- 
vival now starts in to clean up govern- 
ment. While it may not be to the in- 
terest of some one individual to have 
this exposure of corruption in public 
life come just now, yet in the long run 
certainly it is in the interest of all and 
certainly in the interest of freedom in 
production that corruption be sternly 
wiped out of public as of private life. 


IV. Some Ways Towarp INCREASED 
WEALTH AND HIGHER STANDARDS OF 
LivING 


Such are some of the important 
trends in industry, in community or- 
ganization and in government. Now 
what about the trends that will keep 
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us moving towards increased wealth 
and higher standards of living? Wealth 
comes from the application of toil and 
skill, physical or mental, to or through 
natural resources. The first two 
planks, therefore, in a platform of in- 
creased prosperity are: 
sg, Increase in vocational and special- 


training, and in training for de- 
pendability. 
2. Conservation of natural resources. 


With both of these government has 
to do. 


od. Inerease in Vocational and Special- 
: ized Training and in Training for 
Dependability 
The very decline in the abundance 
oof our natural resources in this coun- 
_ try calls for greater skill in production. 
earner of the future will require 
specialized training, and specialized 
training means vocational schools. 
_ Men cannot pick up trades by walking 
_ streets. And they do not learn to be 
carpenters by milking cows. And 
_ they do not learn to be chauffeurs by 
driving horses. The very mobility of 
‘modern industry necessary to meet 
modern markets requires special train- 
ing. The training of none is more im- 
portant than the training of the car- 
_ penters, and the mechanics and all 
_ those who earn their living by skill in 
factory and on the farm. 
While I believe in early training for 
_ making a living, I do not believe that 
this training should be so specialized 
= as to make the individual feel that he 
~ Zz stay always on one job or in one 


class. 
_ Much has been said against a ma- 
chine civilization. But machines have 
_ made it possible for unskilled workers 
to acquire skill and by acquiring skill 
to make a better living. Never in the 
history of civilization were the living 
_ standards of earners so uniformly high 
in this present machine age. 


Machines cost money. T his money 
comes from the savings of people. To 
destroy a machine is to destroy savings, 
The machine is the creature by which 
men and women largely make and earn 
their living in these modern days. He 
who is careless with machines is care. 
less not only with his own job, but is 
careless of the savings and the work of 
others. Responsibility for property 
not one’s own is a quality of workman- 
ship essential to the very existence of 
success in one’s own life, as it is to pros- 
perity to the nation. 

Skill, Mobility, Dependability; these 
are the prime essentials to modem 
creative power, and these in turn fol- 
low best from an effective school sys- 
tem, with which government has s0 
much to do. 


2. Conservation of Resources 


If prosperity isto be other than short- 
lived we must protect our natural re- 
sources. This includes protection in 
soils; conservation in water power and 
in coal production and distribution; 
economy in the use of fuels; prevention 
of smoke nuisances; the development 
of new timber areas comparable to our 
growing needs; the conservation of 
products of our iron mines leading as 
that does to the public control of junk 
collectors; the conservation of human 
energies through instruction in schools 
as to diet and good health needs. In 
a thousand ways the action of the gov- 
ernment ties in to a true conservation 
program. 


3. A General Recognition that the Com- 
mon Interest is Above Special In- 


terests 


Groups will always compete for a 
place in the Industrial Sun. The dis- 
tribution of wealth is not a pink tea. 
There will always be struggles of one 
group with another. Farmers will 
not be contented when their prices 
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break and others prices are maintained. 
Wage earners will ever struggle for the 
greatest possible standard of living 
for themselves and their children. And 
profit takers will want all they can get 
as a reward for initiative and manage- 
rial and inventive genius. Fair com- 
petition in these group matters brings 
motives for increased production. Such 
motives we could not crush if we would 
and we would not if we could. 

But groups must also recognize that 
the common interest of all is greater 
than the interest of any individual or 
ofany group. Ina world of specializa- 
tion one group survives and prospers 
only as other useful groups survive 
and prosper. 

In our legislative bodies we will al- 
ways have, no doubt, farm blocs, trade 
union blocs, manufacturers’ blocs, in- 
vestment bankers’ blocs, newspaper 
blocs, blocs for every economic, racial, 
or social interest. There can be no 
prosperity, however, for any of these 
save as each recognizes the value of the 
other. This will come about only as 
there is a lively public interest para- 
mount to selfish interests. 


4. Social Ethics and Self-Government 
in Industry 


We have discussed above the trend 
in trades and professions toward set- 
ting up high standards of conduct and 
maintaining these standards through 
their own committees. Such  self- 
government in industry is the basis of 
modern creative industry. 

Group interference to be sure with 
members of its own group may be as 
harmful as governmental interference. 
But at least group interference will 
have the advantage of being thor- 
oughly in touch with the needs of its 
own group. 

Fundamentally a revival in ethics is 
imperative to increased wealth. Gov- 
ernment activities here can help much, 
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but private initiative and endeavor 
born out of a true desire to be of service 
will help most. The church has new 
and greater duties in a complex in- 
dustrial world. 
Underlying our social ethics should 
be a sense of thrift. For capital 
comes out of savings. Out of savings 
come our great transportation systems 
that continue to serve regardless of the 
life or death of one or more individuals, 
as do our great electric generating 
systems that serve the needs of every 
household, run our street cars, and 
furnish power to our manufacturers. 
Such great agents of creative industry 
are impersonal creators made possible 
through savings. Thrift in private as 
in industrial and national life is pre- 
requisite to any real increase in wealth. 


5. Economy and Reorganization in Gov- 
ernment 


In this thrift government must do 
its share. Government cannot remain 
thriftless and expect individuals to be 
thrifty. To talk about putting less 
government in business and then 
simply bring about less business in a 
corrupt government is helpful neither 
to business nor to government. 

To talk about thri*t in government 
is not to condemn all public expendi- 
tures. We often forget that most 
public expenditures have been in- 
curred by direct vote of the taxpayers 
concerned. The best creators of 
wealth are schools, welfare institutions, 
and public highways. And these three 
expenditures take the greater part of 
all local and state expenditures. Nine 
dollars out of ten of our national 
expenditures go to wars, past, present, 
and future. Certainly no one is going 
to suggest that we now repudiate our 
war debts. But just to make possible 
constructive expenditures there should 
be a minimum of unnecessary public 
expenditures. | 
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_ Thus political graft in high places 
and waste of public money through in- 
competent political jobholders is of 
deep concern to everyone interested in 
an abiding prosperity. It is a waste 
both of toil and of human resources to 
spend a dollar of taxes in the mainte- 
nance of political drones in public 
= To get the best income for all, 
all must be legitimate producers and 
this the political drone is not. 

Government, to be worthy of re- 
P spect, must be effective. To be effec- 
: tive now the territory governed must 
be coterminus with the need for govern- 
ment. We need continuous reorgani- 
zation in the functions of our local, 
state and national government, re- 
spectively, in order that each may do 

well what its changing present job is. 


6. A Fact Basis for Business and 
Public Judgments 

To get a basis for individual judg- 
ments nowadays requires facts as 
never before in our history. Life is 
more complex and more far-flung in 
its interests and needs. Human facts 
sooner or later array themselves in 
statistical tables. Statistics are un- 
interesting to many, but only through 
statistics can one mind project itself 
into the needs and facts pertinent to 
countless other minds. Statistical serv- 
ices, therefore, by nation, state, and 
city, and by every important indus- 


each group may know other groups and 
by knowing other groups place the 
common interest above special in. 
terest. What our agricultural experi- 
ment colleges have done for the farms 
in putting science where once there 
was tradition only, the laboratories in 
business and universities have done or 
can do in putting science in manufac- 
turing processes. Science must every- 
where relieve the human mind of the 
tyranny of prejudice and of tradition. 

Here, too, government has a dis- 
tinct service to perform—a service 
that can be performed only as each 
group member of the industrial family 
does its particular part toward pre- 
senting honestly and completely the 
facts pertinent to the industrial life of 
that group. Propaganda will get more 
nauseating as facts get to be more 
widely circulated. Misrepresenting 
facts in a democracy is like spitting at 
the cross in a Christian church. 

The greatest romance of all times 
lies in this: That we as a great 
nation have kept standards of living 
high in a world where low standards of 
living are all too prevalent. The 
fundamental secret of this romance 
lies in schools, in health and in creative 
power of individuals as applied to 
natural resources. And with these 
fundamentals government must ever 
have a great deal to do. 
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OW does government action affect 

our sales policies? How far can, 

and should, the Federal Trade Com- 

mission go in regulating such policies? 

These queries, which are only differ- 

ent sides of the same question, are of 

growing interest to all national dis- 

tributors and have attracted wide 
attention in the press. 


PoWERS OF THE COMMISSION 

The Commission’s authority as fixed 

by various laws! is: 

To prohibit unfair methods of com- 
petition in national trade; 

To prohibit exclusive or tying agree- 
ments which prevent dealers from 
purchasing fromwhomthey please, 
thus restraining trade or creating 
a monopoly; 

To prohibit restrictive or monopo- 
listic discrimination in prices be- 
tween different purchasers in na- 
tional trade; 

To prohibit other forms of restraint 
and monopoly such as the control 
by one company over its compet- 
itor’s stock, etc. 


The law emphatically lays down 
tules against such practices and re- 
quires the Commission to enforce these 
rules. 

Previous to 1914 a business concern 
which was injured by such illegal 
practices must fight its case out in the 
courts at the expense of much time 
and uncertainty. It was believed 
that, by creating the Commission, the 
expense and delay of litigation might 

‘Chiefly the Federal Trade Commission Act 


of September 26, 1914, and the Clayton Act of 
October 15, 1914. 


aye 


be avoided by the less formal and 
quicker procedure which an adminis- 
trative body could give. 

This procedure is quite simple. The 
Commission’s agents, acting from an 
impartial or public point of view, review 
and sift the facts with care, and if they 
find that an unfair method of compe- 
tition has been followed, and that the 
public interest requires a proceeding 
by the Commission, the case is placed 
on the docket after notification to both 
sides. A formal hearing is then held, 
after which the Commission either de- 
termines that the practice complained 
of was illegal, and forbids it by an 
order to “cease and desist,” or that the 
law does not forbid the practice, 
whereupon proceedings end. If the 
party so restrained is dissatisfied with 
the order he may appeal to the courts. 

The procedure just described is far 
more speedy, cheaper, and in general 
more effective than the older method of 
court litigation. 

To illustrate—a few manufacturers 
of mercerized cotton began to market 
their product under the name of “silk,” 
or “sewing silk,” or “cilk.” The 
manufacturers of genuine silk objected 
vigorously to this type of competition 
and applied to the Trade Commission 
for relief. That body first sent a 
memorandum on the matter to the 
companies using the objectionable 
labels, and received replies stating 
that there was no deception in their 
labels and that they were not in any 
sense practising unfair methods. The 
Commission then proceeded to set 
a date for a public hearing. This 
completely changed the whole aspect 
of affairs. The defendants at once 
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declared their willingness to abandon 
_thepractice. Nohearings were needed. 
_ No litigation followed and no further 
expense to either side was incurred. 
The general policy of the Commission 
has been to settle matters informally 
wherever possible. Frequently a mere 
notification with a summary of the 
facts, sent to a competitor who has 
transgressed the law, is sufficient to 
_ stop an illegal practice. 
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A The term “unfair competition” in 

Fi _ the Act of 1914 is one that has been 

for centuries in England, Europe, 

the United States. It forms a part 

; 2 of the English Common Law and is dealt 

_ with at length in the commercial codes 
ue of the Continent. In our own com- 
mon law it occupied an established 
place long before the Federal Govern- 

_ ment in 1914 embodied it in the Trade 
4 _ Commission Act. Its meaning is fixed, 
- not by an exact definition, but by a 
gradual consensus of opinion as to 

_ those practices which according to the 

“h standards of the time are unethical 

and illegal. 

_ The Supreme Court, faced by the 
necessity of giving some definiteness to 
the term, has attempted to do so first 
negatively and then positively. Inthe 

Grats case, Federal Trade Commission 
v. Gratz, 253 U. S. 421, 1920, the Court 
said that the words “unfair method 

of competition” clearly did not apply 


to practices never heretofore regarded as 
opposed to good morals because character- 
ized by deception, bad faith, fraud, or 
oppression, or as against public policy be- 
cause of their dangerous tendency unduly 
to hinder competition or create monopoly. 


bey 
+ This was a negative description. 
The Court made it positive in Fed- 
eral Trade Commission v. Beechnut 
Company, 257, U.S. 441, 1922, and de- 
clared that when a trade practice did 
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i 
offend in the way above described jt 
was an unfair method of competition, 

Therefore, in determining whether 
any sales policy is permitted by the um 
fair competition clause of the Act of 
1914, we must ask: 

Is it marked by deception or bad 
faith or fraud? 

Is it oppressive to the competitors 
or to the public? 

Is it generally regarded as against 
public policy because it tends unduly 
to hinder competition or to create a 
monopoly? 

The Commission, however, is an 
administrative body. It must apply 
the Court’s definition of “unfair” to 
countless changing facts and customs; 
it must find out when a sales policy 
is deceptive or oppressive or monopo- 
listic. 

In its efforts toward this end it has 
wisely adopted a plan known as “the 
trade practice submittal.” This is a 
conference of the chief manufacturers 
and distributors in any given industry, 
presided over by a member of the Trade 
Commission. It takes up in detail 
those evils of the trade which are 
traceable to unfair methods, and makes 
up a definite list of the practices which, 
by the consensus of opinion of those 
present, should be barred. This list 
is adopted in the form of a resolution 
and transmitted directly to the Com- 
mission for its advice. 

Such a trade practice submittal, of 
course, cannot be legally binding on 
the Commission, but is highly valuable 
in two ways: First, it secures some 
unanimity in the trade and directs the 
attention of the leading concerns to the 
maintenance of standards; second, it 
strengthens the Commission’s hands 
in proceding against those who fail 
to conform to these standards, and 
enables the Commission to quote the 
expressed sentiment of the trade, in so 


doing. 
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What is a “gold-mvunted” knife? 
Here the possibilities of fraud and un- 
fair competition are legion. The need 
of some definite standard is generally 
admitted. A trade practice submittal 
was effected in 1922 in this field. What 
is a “gold-filled” or “gold-plated” 
watchcase? Representatives of the 
industry met a member of the Com- 
mission in January, 1923, and adopted 
a formal resolution. Some parts of 
this resolution are especially interesting 
in view of the claim often repeated that 
business interests generally oppose 
government regulation: 


Now, therefore, We, the undersigned 
manufacturers of not less than 75 per cent 
of all of the gold-filled or gold-plated watch- 
cases manufactured in the United States, 
in open meeting condemn the practice of 
guaranteeing gold-filled or gold-plated 
watchcases to last or wear for specified 
lengths of time, and we hereby petition the 
Federal Trade Commission to bring its 
action against (persons or firms which offer 
their watchcases as “‘guaranteed”’ or “war- 
ranted” for a definite time). 


The reason for this remarkable decla- 
ration is that the 20- or 25-year guar- 
antee offered with so many watchcases 
has lead to widespread abuses and 
frauds by those who offer “gold-filled” 
cases of inferior quality. 

The oil business which has justly 
been regarded as an open field for 
unfair practices has been the subject 
of two conferences both in 1920 at 
Chicago and Denver. These were 
called at the instance of independent 
oil producers and dealers, and resulted 
in conference resolutions condemning 
such trade devices as: 


(1) False representation as to the 
value of a competitor’s prod- 


ucts. 

(2) Attacking a competitor’s finan- 
cial standing, integrity or 
ability. 
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(3) Condemning a competitor’s busi- 
ness because of size, either 
large or small. 

(4) Advertising so as to imply that 
competitor’s producers are not 
good. 

(5) Misrepresenting or misbranding “aa 
oil products. 

(6) Secret rebates. ‘ 

(7) Commercial bribery, ale. 


A number of other conferences have 
taken up trade practices in the dairy, 
paper, and typewriter industries. In 
October, 1923, at the suggestion of the 
Secretary of the Music Publishers’ 
Association of the United States, a aq 
trade practice submittal was held to = 
consider the marking of musical publi- ; 
cations at fictitious prices. It was 
attended by publishers representing 
95 per cent of the output of standard 
sheet music. After discussion of the 
practice of marking such music at 
prices a little over one-third higher 
than the actual retail selling price, the 
publishers agreed that this practice 
was deceptive and might injure the 
public. The following resolution was 
then unanimously adopted: 


We believe the proper way of marking 
prices on music is to use the price at which 
it is expected the music will sell for at 
retail under conditions of normal competi- 
tion. 


The Trade Commission then also 
adopted this principle. Let us now 
glance at a few sales problems touched fe 
by the Commission. 


(1) STANDARDS OF BRANDING AND _ 
ADVERTISING 


The Commission’s interpretation of 
“unfair methods of competition” has 
a special bearing on the branding, ad- 
vertising, and representations as to the 
nature and quality of goods. It has 
often been said that 95 per cent of the 
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ae business world is honest. This is prob- 
ably true. But it does not mean that 
this 95 per cent and the buying public 
should be deprived of protection from 
competitive misrepresentation and 
fraud. It is a remarkable testimonial 

to the practical need of the Commis- 


| oe sion’s activity that, although certain 


influential producers whose methods 
have not always been above reproach 
_ are constantly criticizing the Commis- 

sion and seeking to undermine its 
strength and usefulness, there is also 

a counter-stream of demands from 
many sources that the Commission use 

to the full its protective power. It is 
equally true that these latter demands 

come from producers and distributors 
within the industries to be regulated. 
os Not only the watchcase manufacturers, 
the jewelers, and independent oil 
producers as already noted, but such 
an influential group as the Associated 
Advertising Clubs and numerous other 
. trade bodies, have asked that in their 
business the Commission shall aid in 
_ establishing and enforcing definite 


standards of competition. 
| Rise or New 


It is indeed difficult to find an in- 
_ dustry organized on a national scale 
_ which is not becoming aroused to the 

need of such standards. In a previous 

number of The Annals, May, 1922, the 
remarkable scope and extent of this 
- movement has been set forth. It has 
been ably guided and strengthened by 
the International Rotary Clubs, which 
have made this one of the cardinal 
planks in their program and have 
established a committee on business 
codes, to this end. 

The ideal means of enforcing such 
codes would be also by trade associa- 
tions. But they are as yet too weak or 
too greatly hampered by the law to 
take drastic action against offenders. 


Meanwhile, until they become strong 
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tirely of wool. 


7 
enough to enforce standards, the w 
of doing so must devolve upon the 
Trade Commission. In this activity 
it has been effectively supported by 
the courts. For example, the under- 
wear industry has been subject to 
especially keen competition until cer- 
tain standards of quality in the trade 
had ceased to have a practical meaning, 
“Wool” or “woolen”’printed on a box 
label might mean all wool or 20 per 
cent wool according to the necessities 
of the producer or his elasticity of con- 
science. The trade association had 
condemned this use or rather misuse 
of labels and brands, by a resolution 
setting forth that only products made 
entirely of wool should be so labeled. 
In Federal Trade Commission v. Ho- 
siery Company, 258 U. S. 483, 1922, 
the continued infraction of this resolu- 
tion by a large manufacturer was 
brought to the attention of the Com- 
mission. That body after a hearing 
ordered the hosiery company to cease 
and desist from the use of the terms 
“merino,” “wool,” and “worsted” on 
the labels of its cartons and packages 
containing underwear not made en- 
Some of the garments 
were said to contain as little as 10 per 
cent of wool. 

The company objected to the order 
of the Commission; and the case com- 
ing to the Supreme Court, it was held 
that such a misuse of labels was an 
injury to competitors who made their 
products honestly, also an imposition 
on the public which might buy the 
garments on the strength of the repre- 
sentation made on the label. 

Such a practice, the Court held, was 
unfair competition and the Commission 
had acted legally in forbidding its 
continuance. 


For when misbranded goods attract 


customers by means of the fraud which they 
perpetrate, trade is diverted from the pro- 
ducer of truthfully marked goods. That 
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these honest manufacturers might protect 
their trade by also resorting to deceptive 
labels is no defense to this proceeding 
brought against the Company in the 
public interest. 


The Court added a point which is of 
the utmost importance in the wording 
of labels. Answering the objection 
raised by the company that the words 
“wool,” “merino” and “worsted” 
had been so generally and loosely 
used to cover mixtures of wool and 
cotton that no one was deceived by 
such labels, the Court said: 

A method inherently unfair does not 
cease to be so because those competed 
against have become aware of the wrongful 
practice. Nor does it cease to be unfair 
because the falsity of the manufacturer’s 
representation has become so well known 
to the trade that dealers, as distinguished 
from consumers, are no longer deceived. 
The honest manufacturer’s business may 
suffer, not merely through the competitor’s 
deceiving his direct customer, the retailer, 
but also through the competitor’s putting 
into the hands of the retailer an unlawful 
instrument, which enables the retailer to 
increase his own sales of the dishonest goods, 
thereby lessening the market for the honest 
product. 


Similar difficulties have arisen on a 
large scale in the hosiery business, 
where in one year twenty orders to 
cease and desist were issued against 
companies and dealers who had so 
misbranded mixtures of cotton and 
wool and cotton and silk as to create 
the impression that they were made of 
wool or silk, respectively. 

The Commission has recently been 
called on to prevent deception or mis- 
representation in such widely separated 
fields as the imitation of existing firm 
names in wholesale shoe distribution; 
the sale of live stock medicines which 
did not contain the ingredients repre- 
sented; the deceptive advertisement of 
certain breeds of hogs, as being immune 
from cholera, pneumonia, and other 


diseases; the advertising of a new 
brand of baking powder under an old 
name; the misleading advertisement 
that a retail company’s teas and 
coffees were personally selected by its 
representative in the finest plantations 
of the world, when 75 per cent of its 
teas and all of its coffees were purchased 
from wholesalers and importers in this 
country, etc. 


(2) Price Prorection 


A second point at which the Federal 
law frequently touches sales policies is 
in the maintenance of retail prices. 
The aim of the manufacturer here 
requires little comment. Some na- 
tional producers make no attempt to 
maintain the retail prices of their 
products at any fixed, advertised level. 
Alongside of them in the same industry 
are other concerns which put forth the 
most strenuous efforts to protect such 
prices. In breakfast cereals, for ex- 
ample, the Quaker Oats Company 
allows retailers to market its products 
at any figure which they please. The 
Cream of Wheat Company pursues 
the exact reverse of this policy, On 
the whole, the price protection plan 
seems to have gained many adherents 
in recent years. The manufacturer 
reasons that a stable market for his 
goods is more important than retail 
price competition. Price-cutting dis- 
turbs his market and causes ferment 
and complaint among his distributors. 
It often proves most costly to the 
producer. The latter wants peace, 
permanence, stability. Hence, the 
steady, insistent growth of price main- 
tenance campaigns. 

No serious legal question arises if the 
manufacturer can retain the ownership 
of his product until it reaches the 
consumer,—that is, if he can sell his 
product by agencies rather than 
through independent dealers. An 
agent is an employe, and the employe 
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may be instructed as to the price at 
which goods are to be sold. But this 
is an expensive method. The man- 
ufacturer must finance the marketing 
of his goods, which means wrapping up 
large quantities of additional capital. 
Few producers today resort to a real 
agency method. 

If a manufacturer abandons the 
agency plan and sells his goods through 
independent dealers, his efforts to keep 
up the retail price after the goods have 
passed out of his hands encounter a host 
of legal problems. Let us examine a 
few of these: 

(a) He cannot contract with retailers 
that the latter shall sell his goods to the 
public only at certain prices. Such a 
contract would be an agreement to 
suppress competition in price. A con- 
tract to suppress competition, the 
courts have always held, is an agree- 
ment in restraint of trade. This 
would be a violation of the Anti-Trust 
Act; Miles Medical Co. v. Parke Drug 
Co., 220 U. S. 373, 1911. 

Even if the article produced is a 
patented one the manufacturer cannot 
hold the retailer to such a contract; 
Bauer v. O’ Donnell, 229 U.S. 1, 1913. 

(b) A producer may, however, re- 
quest dealers to maintain a certain 
fixed retail price, and if they fail to do 
so he may refuse to sell to those who 
cut prices. The distinction is that a 
“‘request”’ to maintain prices is not an 
“agreement” to do so. 

So when a soap company requests 
its retailers not to cut the list prices 
of its soaps and perfumes and exacts 
from them no pledge to comply, but 
simply asks them as a matter of trade 
policy that they adhere to the list, 
there is no agreement in restraint of 
trade, and the practice is legal so far 
as the Sherman Act is concerned; 


the Colgate case, 250 U. S. 300, 1919. 
(c) If the manufacturer, after re- 
questing dealers to maintain certain 
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retail prices, employs investigators to | 


report as to which retailers are cutting 
prices, refuses to furnish them with 
more of his goods when they do cut and 
then requires them before receiving 4 
new supply to pledge themselves to 
maintain the regular retail list, he is 
practising an unfair method of com. 
petition, that is, one which is oppres. 
sive and tends to restrain competition 
or create a monopoly. Federal Trade 
Commission v. Beechnut Packing 
257 U.S. 441, 1922. 

(d) Another method of price main- 


tenance, which has failed to stand the | 


court test, is the so-called open price 
plan. The members of a trade as. 
sociation agree to send to the secretary 
a weekly or monthly statement of their 
sales, giving exact prices and quantities 
and grades. Sometimes they also 
report on the stock in hand of each 
grade and size. ‘The secretary or other 
price-maintaining officer of the associa- 
tion digests this material and sends a 
weekly or semi-monthly letter to all 
the members, sometimes accompanied 
by an earnest plea to maintain existing 
prices. Each competitor is thus kept 
informed of the sales quotations of his 
rivals, and a strong influence to main- 
tain prices is exerted. The members 
do not combine to keep up their prices 
to any fixed level; they agree only to 
give information as to what they are 
doing and what stock they have in 
hand. 

The open price system led to such a 
noticeable maintenance and even in- 
crease in price levels that the govern- 
ment’s attention was attracted to it, 
and in American Column and Lumber 
Co. v. U. S., Dee. 19, 1921, the Su- 
preme Court declared it a violation of 
the Sherman Act. The Court 
pointed out that the whole purpose and 
effect of the agreement to furnish the 
information was to stop competition in 
price, and that such an agreement was 
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therefore in restraint of trade and con- 
trary to the law. 

This seems to reach the border line 
between legal co-operation and com- 
bined restraint of trade. Every pro- 
ducer and large dealer needs informa- 
tion as to the general conditions of the 
market in order to prevent serious 
blunders and losses. This information 
usually covers approximately the 
points mentioned in the lumber case, 
viz—the amount of goods of each 
kind on hand, and the ruling price. 

Secretary Hoover has clearly shown 
that a reasonable co-operation among 
competitors to these ends is necessary 
and proper, and that if the law does not 
permit such co-operation the law should 
be amended, or else the government 
itself will have to provide the informa- 
tion required. Intelligent competition 
must be based on comprehensive data. 


(3) Price DiscrIMINATION 


Closely related to the problem of 
price maintenance is that of price 
discrimination. Can a national pro- 
ducer sell to any persons whom he 
pleases and at any price that he pleases? 
Again we must observe the difference 
between agents and independent deal- 
ers in the retail trade. Any manu- 
facturer may designate another person 
as his agent. He may fix the price 
through his agent at any figure that 
he pleases. But if he sells his goods 
outright to an independent dealer he 
must bear in mind Section 2 of the 
Clayton Act, which forbids discrimi- 
nation in price between different pur- 
chasers where the effect is to lessen 
competition or create a monopoly. 
The teeth of Section 2, however, have 
been carefully drawn by a proviso that 
it shall not prevent “persons engaged 
in selling goods from select- 
ing their own customers in bona fide 
transactions and not in restraint of 


trade.” 


The rise of the chain store with its 
vast buying power has brought pressure 
on many manufacturers and wholesal- 
ers to sell to chain companies at a lower 
price than to small retailers. To 
counteract this, the little stores have 
pooled their buying and have de- 
manded of the wholesaler or the pro- 
ducer the same terms as the chain 
store for the same quantity of goods. 
Can the wholesaler or the manufac- 
turer legally discriminate in favor of or 
against either of these competing 
groups? 

Again, when a number of retail 
stores form a co-operative buying 
agency called a co-operative whole- 
sale company, this new concern comes 
into active competition with the old 
established wholesale companies al- 
ready in the field. The old line whole- 
salers demand that they be given a 
lower price than the co-operative. 
Can the manufacturer legally do this? 

The second question was answered 
in Mennen Co. v. Federal Trade Com- 
mission, 43 Sup. Ct. Rep. 705, 1923. 
The Mennen Company manufactured 
toilet preparations which it sold to two 
classes of dealers, wholesalers and re- 
tailers; the former, of course, secured 
the regular wholesale price, while the 
retailers were charged a higher rate. 
The company classed only the old 
line wholesalers as wholesalers. It 
placed the co-operative wholesalers 
in the retail class on the ground that 
their capital stock was held by retailers 
and that they were really purchasing 
agencies for the retailers. 

The Supreme Court ruled that the 
Mennen Company had not violated 
the section because the “co-operative 
wholesalers” were in reality not whole- 
salers, but retailers. It also declared 
that when Section 2 of the Clayton 
Act prohibited discrimination which 
might “lessen competition,” it meant 
competition between sellers and not 
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between purchasers or retailers. Ac- 
cordingly the Mennen Company’s prac- 
tice was legal. 

A national producer may also favor 
chain stores and may even refuse to sell 
to co-operative or pooling buyers. 
This was decided by the Circuit Court 
of Appeals of the 2nd Circuit on May 
5, 1924, in Trade Commission v. Na- 
tional Biscuit Co. 

Section 2 of the Clayton Act, there- 
fore, has not proved a serious restric- 
tion upon sales policies. 

Pittsburgh Plus—Can a large pro- 
ducer, controlling about one-half of 
the product in his line, base his selling 
prices throughout the country on the 
price at one point, plus an additional 
charge for freight? The U. S. Steel 
Corporation has for years sold most of 
its products on the Pittsburgh base. 
The Federal Trade Commission in a 
ruling just delivered has forbidden this 
practice on the ground that it is a dis- 
crimination in price contrary to Sec- 
tion 2 of the Clayton Act and is also an 
unfair method of competition. The 
Commission points out that steel is 
produced in the Chicago and southern 
districts at a much lower price than at 
Pittsburgh, yet the steel buyers of these 
regions are compelled to pay the “ Pitts- 
burgh plus” price. This discriminates 
against them to their great disadvan- 
tage and lays a burden on them which 
in view of their nearness to cheap steel 
is undue and unreasonable. The Com- 
mission claims that estimates show 
that an extra charge amounting to 
thirty million dollars for steel is paid 
by the farmers of eleven western 
states. 

In favor of the Pittsburgh plus plan 
it was urged that price stability was a 
great advantage to the nation as a 
whole and that the industry regarded 
as a national unit could better serve 
the public if allowed to operate on a 
national basis. It thus afforded not 


only the seller but the buyer of steel 
products a definite basis of calculation 
which was of the utmost value. The 
validity of the Commission’s order wil 
be taken to the courts for final de 
cision. 

The question also affects other basic 
industries such as zine on which prices 
have been quoted from East St. Louis, 
lumber on which for many years Seat. 
tle prices were quoted, domestic beet 
sugar on which San Francisco, New 
York, and New Orleans prices wer 
used. It will take some time for the 
government and the public generally 
to realize that sales and distribution 
problems are developing along national 
lines and that the producer must base 
his prices upon factors of national 
scope and breadth. If the maintenance 
of Pittsburgh or New Orleans and 
East St. Louis plus prices can enable 
an industry to produce and distribute 
more effectively on a national basis, 
the practice should be permitted. 


(4) Restrictive AGREEMENTS 


Another legal problem affecting sales 
policies is the maintenance of free, open 
competition as against artificial ob- 
structions. If a group of distributors 
combines in a refusal to deal with a 
manufacturer or a retailer, such a 
combination being “an agreement to 
restrain trade” is forbidden by the 
Sherman Act. This has been well 
settled in numerous decisions com- 
mencing with the Eastern States Lum- 
ber Dealers’ Association v. U. S., 234 
U. S. 600, 1914. This question is an 
exceedingly broad one. It usually 
arises in the following way: A manuv- 
facturer or a wholesaler wishes to sell 
direct to the public while at the same 
time continuing to sell to retailers. 
The retailers, feeling that a wholesale 
concern should not engage in retail 
trade, agree among themselves not to 
deal with wholesalers who compete 
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also in the retail trade. But an agree- 
ment not to deal is an agreement to 
restrain trade, and is forbidden by the 
Anti-Trust Law. 

So also is an agreement between 
wholesalers not to sell to a retailer who 
cuts prices, as we have seen. If a 
group of publishers, seeking to protect 
the retail sale price of their copyrighted 
books, publish a “cut-off list” con- 
taining the names of those retailers 
who persist in price-shading and cir- 
culate this in the trade so that a cut 
price retailer is unable to secure a sup- 
ply of books, such a combined effort is 
again an agreement to restrain com- 
petition, contrary to the Federal law. 


Exc.ustvE AGREEMENTS 


The “tying contract,” as it is some- 
times called, is an attempt by one pro- 
ducer to exclude others from certain 
channels of retail trade. To this end 
he stipulates in his contracts with 
retailers that they must not deal in the 
products of his competitors. For- 
merly a long list of commodities from 
talking machines and records to photo- 
graphic supplies were all marketed by 
this exclusive system. Our attitude 
towards it depends largely on our 
trade philosophy. If we believe that 
trade is best fostered in the public 
interest by allowing a very few large 
producers to secure exclusive control 
of retail facilities and thereby to ex- 
clude their competitors’ goods from 
the market, we shall favor the tying 
agreement. If we believe that the 
independent retailer is an outlet to the 
public which should be kept reasonably 
free for the marketing of many brands 
of goods, we shall oppose exclusive 
contracts. 

It is, of course, well understood that 
if a producer distributes his goods 
through agencies, he may require his 
agents not to deal in the products of a 
competitor; Federal Trade Commission 


v. Curtis Publishing Co., 260 U. S. 
568; 1923. It is also clear that a 
wholesaler may for a limited time 
sell two associated products only in 
conjunction with each other, such as 
steel tape and cotton bagging. This 
was established in Federal Trade Com- 
mission v. Gratz, 253 U. S. 421, 1920. 
Here there was reason to believe that 
speculators were attempting to secure 
control of the supply of steel tape; 
also there was no evidence to show 
that the public interest had suffered 
by the wholesaler’s action. 

But the steady growth of exclusive 
contracts brought certain evils in its 
train, and in Section 3 of the Clayton 
Act it was made unlawful to lease or 
sell goods in the course of national 
trade on the condition that the lessee or 
the purchaser shall not use or deal in 
the goods of a competitor of the lessor 
or seller, when the effect of such a 
condition is to lessen competition or 
tend to create a monopoly in com- 
merce. The interpretation of this 
clause by the courts and the Commis- 
sion has been followed with keen in- 
terest by those in responsible charge of 
sales policies. 

In Standard Fashion Co. v. McGrane- 
Houston Co., Apr. 10, 1922, the Su- 
preme Court applied this section. 
The fashion company manufactured 
and distributed “standard” garment 
patterns. It and other pattern com- 
panies were owned by a holding com- 
pany which supplied about two-fifths 
of the 52,000 pattern dealers and 
agencies in the United States. The 
McGrane Company operated a retail 
dry goods store in Boston. In 1914 
the Standard Fashion Company made 
an agreement with the McGrane store 
by which the latter was to sell the 
Standard patterns. One clause of 
the agreement read, “The McGrane 
Company shall not sell nor permit 
to be sold on its premises any other 
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make of patterns during the term of 
contract.” 

The Supreme Court held that this 
latter clause was a violation of Section 
3 of the Clayton Act. The McGrane 
store was not an agency of the Stand- 
ard Fashion Company, but an inde- 
pendent dealer. A substantial lessen- 
ing of competition or a possible monop- 
oly might result from the carrying out 
of such exclusive agreements on a large 
scale. The contract was therefore in- 
valid. This decision makes it clear that 
wholesalers and manufacturers may 
not exclude the products of their.com- 
petitors from retail stores by contract. 

They may, however, furnish a re- 
tailer with equipment and apparatus 
which are to be used exclusively to 
dispense their own lines of goods. 
For example, an oil company may 
furnish retailers and garagemen, at a 
nominal charge, pumps and tanks re- 
quired for the sale of their particular 
line of gasoline, and may attach to this 
the condition that these pumps and 
tanks shall be used only for their line 
of gasoline and not the gasoline of their 
competitors. This does not prevent 
the retailer from making similar con- 
tracts with other companies. He may, 
as many retailers and garagemen do, 
have two or even three separate pumps 
and tanks for the sale of the products 
of different oil companies. 

In the phonograph business it was 
for some years customary to restrict 
dealers by agreement to the sale of a 
single manufacturer’s phonograph and 
records. But this has now been aban- 
doned except where the retailer ceases 
to be an independent dealer and be- 
comes an agent. All large department 


_ stores now sell several makes of both 


talking machines and records. 
Several other points indirectly con- 
nected with sales policy have been 


before the Trade Commission for dis- 


cussion and settlement. Is a _ sub- 


stantial gift to the purchasing agen; 
or other employes of a customer ap 
unfair method of competition? A ng 
tional conference of purchasing agents 
has vigorously condemned such sub. 
stantial gratuities as being unethical 
and improper. On numerous occasions 
the Commission has been asked by 
manufacturers and distributors to take 
similar action. In one of the Cireuit 
Courts of Appeal, the Commission's 
effort to condemn this form of com. 
petition has been defeated. The ques 
tion cannot be considered as finally 
settled until it has been passed upon 
by the Supreme Court. 


GENERAL ATTITUDE OF THE 
CoMMISSION 


The duties which the law imposed on 
the Commission made it inevitable that 
it would encounter the opposition of 
certain strongly intrenched interests, 
On frequent occasions the Senate has 
passed resolutions requiring the Com- 


mission to make inquiries and investi- - 


gations. These have necessarily 
aroused opposition from important 
groups in the industries to be investi- 
gated. The Commission’s authority 
has been fought at every point by these 
groups, and strong efforts have been 
made to discredit it in the court of 
public opinion. This is to be taken as 
a matter of course in the development 
of any government body which pos- 
sesses real authority either to regulate 
or to make inquiry. The mere in- 
vestigation of many practices which 
would not bear the light of day has 
been sufficient to cause their abandon- 
ment. As the Commission’s powers 
have become more clearly defined and 
as its usefulness has grown, the hos- 
tility of the interests concerned has 
become more marked. For these rea- 
sons it is seldom that we find in the 
public press an unbiased view as to the 
Commission’s attitude and service. 


go ANNALS OF THE AMERICAN ACADEMY 
inve 
in 
and 
viol 
have 
is secu 
thes 
an we | 
atte 
Ww sent 
kno 
mis 
| put 
Its 
poi 
| 
a 


It is notable that of eight general 


investigations made by the Commission st P 


in 1923, six were ordered by the Senate — 
and one by the President. 


PoLIcIES AND THE FepERAL TRADE 


The most 


disputes the public hears com- 
paratively little of this, its 
best work. Its results on the 
whole have been excellent. 


4 


violent criticisms of the Commission 


have been incurred by its efforts to 
secure the information called for by 
these Senatorial requests. Nor may 
we fairly charge the Commission with 
attempts to regulate contrary to public 
sentiment, or contrary to the well- 
known facts in an industry. The Com- 
mission’s use of trade practice sub- 
mittals has kept it close to the real 
public opinion of the leading trades. 
Its most valuable work from the stand- 
point of the national distributor is: 


(a) Its aid in formulating trade 
standards through national 
conferences. 

(b) Its efforts to enforce these 
standards once they have been 
established. 

(ec) The tribunal which it offers for 
the small as well as the large 
producer and distributor to 
press his cause to a hearing 
without inordinate expense 
and delay. 

(d) The vast majority of matters 

taken up by the Commission 

are settled satisfactorily with- 
out appeal to the courts, and 
most of the applications are 
adjusted without even formal 
docketing. In the fiscal year 

1922-23 the Commission’s ac- 

tivity was requested in 1,169 

separate matters. Of these, 

646 were handled informally 

by correspondence. In only 

416 were the papers docketed 

as applications for formal pro- 

ceedings. Because of its very 
success in securing an amicable 
and quiet adjustment of trade 


Our Furure Po.icy 


(1) Our national and state laws 
should be changed to permit of the 
further growth of trade associations. 
Our government should even encourage 
and assist in this growth. The trade 
association is the natural means of 
expressing the standards of an in- 
dustry. Far from restraining or sup- 
pressing such associations we should 
fosterthem. From present indications 
they are bent on raising the level of 
competition. 

(2) We should adopt the proposal 
already made by the Trade Commis- 
sion in 1919, that agreements to main- 
tain prices in certain staple articles in 
national trade shall be legalized if and 
when approved by some government 
authority which is equipped with fact- 
finding facilities. 

We have already adopted this prin- 
ciple in the railway and shipping laws. 
Both of these acts permit certain com- 
binations if and when they are ap- 
proved by the Interstate Commerce 
Commission or the Shipping Board, 
respectively. The basic weakness of 
price-fixing agreements is that they 
tend to inflated price levels unless 
checked by some regulative force. 
The ordinary competition of trade has 
not been sufficient in the past because 
the chief competitors themselves make 
the agreement. If agreements in cer- 
tain staple lines were examined by the 
Trade Commission to determine 
whether they protect the public ade- 
quately, this weakness would be re- 
moved and a greater measure of trade 


stability could be assured. 
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REVIEW of the relationship be- 
tween banking and the produc- 

tion of new wealth may be undertaken 
with a more modest gesture if the piv- 
_ otal terms “banking” and “wealth” 
are more concretely defined. For the 
aspect of the relationship would be ma- 

. teal different if the term banking 
__- were deemed to embrace the whole field 
of banking activity, including therein 
all forms of banking and investment 
institutions whose functions relate to 

accumulation and distribution of 


wealth, and if the significance of wealth 
were arrived at by implication of the 
individual reader. In this discussion, 
the term bankingis confined to commer- 
cial banking institutions whose primary 
function is to foster the production of 
wealth, whereas wealth is anything 

_ that satisfies a human want and is not 
unlimited in quantity. The adoption 
of the economic definition of wealth is 
not to be construed as a disparagement 
of the other definition that wealth de- 
notes anything that contributes to hu- 
man welfare, but it is somewhat in- 
congruous to explain the relationship 
between a class of institutions dealing 
with specific items and things capable 
of exact measurement, and a general 
condition such as welfare, the concept 
of which will vary with the individual 
reader. 

The relation of banking to new 
wealth is conditioned by the ade- 
4 quacy of existing banking facilities 
and the character of administrative 
policies adopted by banking institutions. 

Manufacturing, commerce, and trans- 
portation are inextricably intertwined 
with banks by virtue of the media of 
exchange furnished by the latter. 
32 


Banking and Its Relation to New Wealth 
By Frank ParKER 


Wharton School of Finance and Commerce University of Pennsylvania 


Thus banking may be said to occupy a 
critical position in the production of 
new wealth, for its influence is mani- 
fested at various points in the produc- 
tive process which transmutes raw 
material into afinished product and dis- 
tributes it to ultimate consumers. The 
exchange of credit between merchants, 
the accumulation of capital for produc- 
tive enterprises, the development of a 
merchandising program, and to some 
extent the purchasing power of the con- 
sumer, eventually come in contact with 
or are dependent upon the operations 
of banking institutions. It follows 
that the adequacy of banking facilities 
and the character of service rendered 
thereby are two significant factors af- 
fecting the production of new wealth. 
If accretions to wealth are desirable, 
then it may be appropriate to consider 
some of the principles relating to in- 
creased banking facilities and service. 


ApEQUACY OF BANKING FACILITIES 


Banking facilities, as the phrase is 
here used, are not synonymous with 
banking service. Banking facilities 
are concerned with the physical exist- 
ence of banking institutions; banking 
service relates to the attitude and pol- 
icy assumed by officers of banking insti- 
tutions. The adequacy of banking 
facilities may be gauged by the number, 
geographic location, strength, sound- 
ness, and adaptability of banking insti- 
tutions. 

While the number of banking in- 
stitutions in operation would seem to 
be a reasonably accurate indicator of 
adequacy, the business policy of the 
bank’s officers and the form of corpo- 
rate organization used may give to the 
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problem a somewhat different complex- 
ion. A mere numerical increase of 
banking institutions in a community 
does not necessarily involve an increase 
in banking facilities, nor, contrariwise, 
does a numerical decrease signify a de- 
dine therein. The legal abolition or 
endorsement of branch banking might 
well produce a relative increase or de- 
crease respectively in the number of 
corporate banking entities, without 
changing the absolute number of bank- 
ing units offering their services to the 
community. The tendency towards 
consolidation of smaller banking units, 
evident especially in the principal com- 
mercial countries of the world, ought 
therefore evoke no concern. Unless 
branch banking is specifically prohib- 
ited, consolidation does not necessarily 
involve a reduction in banking facili- 
ties. The expansion of banking re- 
sources incident to consolidation fre- 
quently enables the parent institution 
greatly to expand its facilities through 
branches and the possibilities of securing 
additional economies of operation may 
serve as a further incentive to the es- 
tablishment of branches. Communi- 
ties recently have become agitated by 
the imminence of an imaginary bank- 
ing power of Brobdingnagian propor- 
tions. Usually banking institutions 
must attribute their existence to the fact 
that they perform a necessary public 
service in the community in which they 
operate. As public service institutions 
they are nominally subjected to the reg- 
ulatory powers of the state and nation, 
and mere size ought not constitute an 
objection. If it is the pervasiveness 
of baneful practices which is sought to 
be eliminated, then the most effective 
method of approach is either to alter 
the regulatory statutes if they are too 
lax, or, if the statutes meet the test of 
sound banking practice, to secure a 
more conscientious enforcement there- 
of. Thus individual institutions and 
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parent banks with branches will be 
compelled to make their practices 
conform to the same acceptable stand- 
ards. 

Differences in the number of bank- 
ing institutions in different geographic 
sections of a nation has often led to mis- 
taken conclusions. For example, in 
the United States it is sometimes as- 
serted by business men in certain sec- 
tions of the country that they are ham- 
pered in the production of wealth by 
inadequate banking facilities, whereas 
banking facilities are redundant in 
other sections. A cursory examination 
of the matter, however, shows that this 
statement ignores the conditions prec- 
edent to the establishment of a bank- 
ing institution. To assume that the 
organization of a bank is a haphazard 
undertaking in which provincial pref- 
erence and bias play a predominant 
part, is to disregard the fundamental 
business reasons responsible for the es- 
tablishment of a bank. Capital must 
be raised and customers must be at- 
tached for a bank as for any other busi- 
ness enterprise, and it is natural for the 
organizers of a bank to select that com- 
munity in which success is most likely 
to crown their efforts. An examination 
of the figures prepared by the National 
Bureau of Economic Research, indicat- 
ing the relative wealth of the different 
states in the United States (as meas- 
ured by the income of the chief citizens 
thereof), shows that the Middle 
Atlantic states have an income 700 per 
cent higher than the states of the Rocky 
Mountain district, and that the states 
in or proximate to the Mississippi Valley 
have an aggregate income 400 per cent 
higher than the states along the Pacific 
Coast. It may not be amiss to note 
again that branch banking might help 
to remedy the condition so frequently 
decried. Theinauguration of a banking 
institution in a community compara- 
tively isolated is much more likely to be 
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_ effected by an already existing institu- 
tion with large resources and a trained 
personnel than by a group of local 
business men perhaps quite unfamiliar 
with banking principles and customs. 
Moreover, the prestige of a large parent 
institution is often sufficient to permit 
of substantial economies in operation— 
such as an inexpensive bank building 
and a smaller but more efficient person- 
nel—which could hardly be used by a 
~ new local institution without the risk of 
disparagement in the eyes of prospec- 
tive customers. 


BANKING STRENGTH AND NEw 
WEALTH 


While the strength and soundness of 
banking institutions are not susceptible 
of accurate measurement, nevertheless 
they are more satisfactory criteria of 
the adequacy of banking facilities. 
Strength and soundness do not signify 
the same thing. The generally ac- 
_ cepted measure of strength of a bank 
is the size of its capital and surplus 
accounts, since vapital and surplus com- 
_ bined represent a fund of ultimate pro- 
tection for the customers of the institu- 
tion. Soundness, on the other hand, is 
judged by the quality of the bank’s in- 
vestments, this quality being tested by 
_ the ability of the bank to fulfill its obli- 
gations to its customers on demand. 
The facilities that a bank can offer to a 
community engaged in the production 

of wealth are determined by the 
strength of its capital fund and the 
soundness of its investments. The 
generally accepted relation between 
capital and surplus and the lending 
power of the bank, as gauged by its de- 
posits, is now deemed to be 10 to 1; a 
higher ratio indicates an overburden- 
ing of the capital resources of a bank, a 
lower ratio suggests subnormal activity. 
_ Apart from the minimum capital re- 
_ quirements expressed either in Federal 

or in state statutes, the development of 
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banking strength through an increase 
in the capital and surplus accounts de- 
pends largely upon the policy adopted 
by the administrative officers of the 
institution. Similarly, the sound. 
ness of a banking institution rests 
upon the sagacity and shrewdness of 
the officers in control of its invest- 
ments, except for a modicum of reg. 
ulation imposed by statutory law and 
decisions of courts. 

There are other factors conditioning 
the comparative strength and sound- 
ness of banks which are not entirely de- 
pendent on the judgment of bank offi- 
cials. Changes in banking laws and 
practices by which the rediscount facil- 
ities of the Federal Reserve system 
came into vogue, and, with them, a 
growing use of standardized forms of 
commercial paper, have vastly aug- 
mented the credit facilities available to 
business men engaged in the production 
of wealth, not alone through expanding 
the amount of available credit, but in 
creating a tone of strength and sound- 
ness which was not existent when redis- 
counts were taboo and the form of com- 
mercial paper differed materially from 
one section of the United States to the 
other. Enactment of more rigid bank- 
ing laws and the introduction of more 
stringent bank examinations have like- 
wise increased the strength of banking 
institutions and hence enhanced their 
effectiveness for the production of new 
wealth. A considerable amount of 
work yet remains to be done in many 
of our states, in order that banking 
institutions may be subject to the re- 
strictions and supervision which public 
institutions ought to have. 

Adaptability of a bank is here used to 
denote the fitness of its form of organi- 
zation and of its standards of practice to 
the business customs and traditions of 
the community in which it operates. 
The more nearly the bank makes its 
standards conform to the accepted 
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standards of the community the more 
adequate its facilities are likely to be. 
Not that banking institutions generally 
should follow the business practices of 
the community where analysis demon- 
strates such practices to be unsound, nor 
should a bank necessarily refuse to in- 
augurate inherently sound principles of 
banking and credit for fear of encoun- 
tering the antagonism of business men 
in the community, but usually the bank 
which offers larger accommodations is 
the institution which is conducting its 
business agreeably to the greater num- 
ber of its customers. However, adapt- 
ing the form of organization and prac- 
tice of a bank to the community which 
it serves is so closely allied with the 
character of service, that it is appropri- 
ate to proceed to a consideration of the 
second factor conditioning the relation 
of banking and new wealth. 


BANKING AS A PROFESSION 


The administrative policy of banks 
is intimately connected with the pro- 
duction of new wealth. Mere existence 
of banking facilities in a community in 
no sense assures that community of 
adequate service. Businessenterprises 
seeking to use the facilities which banks 
provide must convince the banker of 
the soundness of the enterprise seeking 
funds and at the same time submit 
plausible evidence of the desirability of 
utilizing the funds in the manner indi- 
cated. Assuming that the enterprise 
is inherently sound and that the funds 
requested are to be used in the process 
of production, then whether the banker 
responds to the measure of his opportu- 
nity depends on the scope of his busi- 
ness perspective and the nature and 
technique of his credit policy. 

The significance of business perspec- 
tive as a factor affecting the adminis- 
trative policy of a bank has not always 
been appreciated. Administration of 
banking institutions in the United 


States has been handicapped by the 
prevalence of the impression that bank- 
ing was a business that demanded no 
training and had no technique. Criti- 
cism was encountered by individual 
bankers, not because they consciously 
sought to defeat the purpose for which 
a bank is supposed to exist, but because 
they lacked the point of view which 
dignified the profession of banking in 
the older commercial countries of Eu- 
rope. Part of the difficulty was due to 
an incomplete understanding: of the 
philosophy of bank credit and the prin- 
ciples governing the extension of credit. 
Banking was regarded as a carry-all 
for successful business men. Business 
men seeking a position of honor in their 
community immediately bethought 
themselves of a banking institution, 
and, consequently, the organization of 
a bank was in their eyes merely a busi- 
ness of soliciting the necessary number 
of accounts, hiring a minimum number 
of employes, securing a satisfactory 
site and installing a burglar proof 
vault. That banks had a public serv- 
ice to perform was beyond their 
purview, with the result that banking 
institutions were founded without any 
conception of their economic responsi- 
bilities to the community in which they 
operated. The assumption that bank- 
ing was a business in which the pinna- 
cle of success was synonymous with 
maximum profits reflected itself in the 
administrative policy of the institution. 
Loans were extended, securities were 
floated, investments were made with 
the primal purpose of increasing the 
dividends of the stockholders of the 
firm. Servicetothe -ommunity seemed 
to be a secondary consideration. Al- 
though the public provided the major 
part of the working capital of a bank, 
its réle at best was grudgingly acknowl- 
edged, and the obligation of every 
banking institution to’promote the pro- , 
duction of wealth to the maximum of 
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its capacity within the bounds of safety 


was only partially discharged. 


Tig Revisinc Loan AND CREDIT 


POLICIES 
Fortunately this point of view is rap- 
idly disappearing. The exigencies of 
the war compelling banks to assist the 
government and industry induced a 
number of fundamental concessions in 
banking policy. A conservatism which 
insisted emphatically upon “being 
shown”’ in every request for credit be- 
gan to be modified by a progressiveness 
that had the vision “to see.” The old 
idea of a bank being a pawn shop in 
magnifico has today been supplanted by 
a rational liberality that seeks to spon- 
sor the development and growth of new 
productive enterprises. Extensions of 
credit are no longer visualized solely in 
terms of gray-haired executives with 
wads of collateral to the exclusion of 
younger managers with small, sound, 
and growing businesses. Much re- 


_ mains to be done by way of establish- 
_ ing a more intimate relationship be- 


tween banks and business enterprises. 


_ The reluctance of some business men to 


resort to banks for working capital is as 
much attributable to the predatory tac- 
tics with which they have been con- 
fronted as to the old-fashioned desire to 
keep out of debt. For example, the 
proprietor of a reasonably large enter- 
prise stated recently that he preferred 
to carry his working capital fund in the 
form of a bank balance or short term 
investments, even though it involved a 
higher cost of financing, than to borrow 
working capital from the banks and 
thus place in the hands of predacious 
bank directors engaged in the same 
business, confidential information that 
might eventuate in his commercial un- 
doing. On the other hand, unlimited 
opportunities exist, in the United 
States especially, to establish an entente 


eordiale between the business man and 
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his bank based upon aw In 
view of the signal success which has 
marked the affiliation between banks 
and kartels in Germany, the feasibility 
of such a relationship brooks no ques- 
tion. By virtue of his many-sided 
contact with business enterprises, the 
banker is in a position peculiarly 
adapted to counsel business men con- 
cerning the management of their re- 
spective enterprises. 

There is another element entering 
into the relation between banking and 
productive processes which merits more 
attention than it has thus far received, 
Professional men, typified by lawyers, 
doctors, engineers, chemists, etc., repre- 
senting the technicians whose work de- 
termines and conditions the mechani- 
cal processes of industry, have thus far 
been accorded but scant attention by 
commercial banking institutions unless 
their request for loans has been accom- 
panied by the presentation of first- 
class collateral. It is evident to any- 
one familiar with the facts that profes- 
sional men are seldom in a position 
to accumulate collateral commensurate 
with the importance of their services in 
the productive process until they have 
reached an age where the personal ele- 
ment of the credit risk becomes hazard- 
ous. Certain classes of banks presum- 
ably created for the purpose of making 
loans to professional men have not as 
yet reached the point where they can 
attract this clientele. Whether loans 
to professional men are within the 
range of commercial banking may be 
open to discussion, but in any event 
there exists here an opportunity to en- 
large the administrative policy of a 
bank so as to include therein loans to 
this class of individuals who create and 
direct the processes of production. 


CHANGE IN Crepit TECHNIQUE 


The transformation in the philosophy 
of bank credit has reflected itself in 


j 


sow 


| 
| 
| 
| 
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changes in the technique of bank credit. 
Handshake credit predicated on agree- 
able personalities is being supplemented 
by a scientific analysis of business en- 
terprises seeking funds. Emphasis is 
being placed upon figure facts and sig- 
nificant progress has been made in 
credit work through careful analyses of 
fnancial statements. It is not to be 
assumed, of course, that the personal 
element involved in every business en- 
terprise is ignored in the new credit 
technique. What has happened is 
that bankers are increasingly receptive 
to figures which set forth inexorable 
records of the status of a business enter- 
prise. Thus definite progress is being 
made in the development of a scientific 
approach to credit extension; during 
the last five years banking literature 
has been enriched by texts and mono- 
graphs elaborating the principles of 
comparative ratio analysis. While the 
possibilities of statistical analysis of 
business enterprises is yet in its experi- 
mental stage, it is nevertheless the 
aim of banks and credit men to formu- 
late principles and methods of analysis 
of the capacity of the business man 
which will serve as an accurate check 
against the information relating to his 
character. 
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Banks Cannot Avorp Risks 

Recently opinions have been ex- 
pressed that the enlargement of activi- 
ties of commercial banks occasioned by 
the last war gave to many a false con- 
ception of the use of credit and even 
distorted the viewpoint of some bank- 
ers. It was to be expected that the in- 
crease of loans secured by collateral, 
consisting of government securities and 
fixed assets of business enterprises, in 
conjunction with the sudden collapse of 
prices and business activity in 1920, 
should induce banks to become more 
cautious, but it would be unfortunate if 
the exigencies of war and the lack of 
familiarity with the principles of busi- 
ness cycles were used to constrict and 
warp the loan policy of commercial 
banks. The lesson to be extracted 
from the disastrous effects experienced 
by individual banks following the crisis 
of 1920, is not that risk can be com- 
pletely avoided by a progressive bank, 
but rather that the principles governing 
the operation of business enterprises, 
individually and collectively, ought to 
be painstakingly studied. Progressive 
commercial banking conducive to the 
maximum production of wealth can 
hardly be conducted without the as- 


sumption of risks. 
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better. 
-¢ HEMISTRY is the keystone sci- 
ence. It is the cardinal creative 

science. The earth and all above, 

upon and below its surface is built of 

the ninety odd chemical elements, and 


ee their multifarious combinations. Sub- 


tract these elements and their com- 
pounds from the universe as we know 
it—and there is nothing left. Our con- 
scious beings, and our unconscious en- 
vironment, are made of the same ma- 
terial. Thus we note the fundamen- 
tality of chemistry. 

But we cannot ignore, in this con- 
nection, another equally fundamental 
science—namely: Physics. Together 
these sister sciences—branches of the 
all-important doctrine of matter and 
energy—are the substructure where- 
upon rests all the other sciences. 
Chemistry is our substance, and chem- 
istry and physics control our very lives. 
Each breath—each thought —each 
pulsing heart throb—are in their cer- 
tain jurisdiction. 

But despite this all-importance of 
chemistry, man has but recently come 
to peer beyond its bounding fringes— 
and only then because of forced in- 
terest. The transient modes of life— 
the swiftly changing problems of his 
earthly tenantry have urged him more 
and more to the intimate study of this 
inexhaustible science. And as scurry- 
ing time builds up its scheme of cen- 
turies man will continue to extract from 
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Chemistry as a Source New Wealth 


By Ivor Grirrira, Pa.M. 


Editor American Journal of Pharmacy; Assistant Professor of Pharmacy, Philadelphia College of 
Pharmacy and Science 


a Take interest, I implore you, in those sacred dwellings which one designates 
___by the expressive term: LABORATORIES. Demand that they be multiplied, 
that they be adorned: these are the temples of the future—temples of well- 
_ being and of happiness. There it is that humanity grows greater, stronger, 


Louis Pasteur. 


this prolific source wonders and won- 
ders that shall reach beyond his wildest 
expectations. 


Yet all these were, when no Man did them 
know, 
Yet have from wisest Ages hidden beene; 
And later Times things more unknown shall 
show. 
Why then should witlesse Man so much 
misweene, 
That nothing is, but that which he hath 


seene. 


Tue Trait or CHEMICAL PROGRESS 


Indeed in chemistry the accomplish- 
ments of yesterday dissolve without a 
trace into the vastnesses of tomorrow's 
possibilities. Yet we cannot belittle 
overmuch these accomplishments of 
other years, for it was an early chemical 
discovery that carved the first deep 
line of difference between man the time 
binder, and beast the space binder. 
This was out in the primeval timber- 
land when man by accident came upon 
that chemical force called fire. This 
may be truly called the primary “epoch- 


making discovery ”—and the cycles of | 
human progress have ever followed in | 


the wake of such discoveries of chem- 
ical things and chemical forces. 

This fire agency was forthwith put 
to work in the extraction of the then 
noble metals from their respective ores. 
Thus was heralded first the age of 
bronze. 


| Born of fire next came iron—possibly 
the master creation of the crude chem- 
ist of the past. Tools of chipped stone, 
crude in their conception and cruder 
still in use, gave way to sharper blades 
of bronze, and then iron and tempered 
steel. The empiricism of the blunt 
stone chisel changed to the knife edge 
precision of instruments built of steel. 
And consonant with the change in tools 
came a like change in the thoughts and 
ideals of man. The blunt mentality 
of the cave men keened itself in the 
temper of the times to the philosophic 
sharpness of the later age thinkers. 
Better tools meant better tasks, and 
better tasks meant brisker thinking. 
Brisker thinking soon realized that 
systematic study of the natural sci- 
ences would bring to light still greater 
things. Thus the abstract philosophies 
of Athens and the flighty hypotheses 
of the dreaming alchemists, who sought 
the impossible though often stumbling 
upon the profitable, gave way to the 
methodical researches of a new group 
of learned men. These men studied 
carefully the fundamental chemical and 
physical laws so that with their under- 


standing useful discoveries would in 
time become more common. They 
would be incidents, not accidents. 
Through the efforts of such men as 
Bacon, Huxley, Dalton, Lavoisier, 


Mendeléeff and many other inveterate 


| workers in the realm of pure science— 


there dawned upon the world a new 
light. 

Like the beams of a superlative 
searchlight tearing apart the night, 
came finally the realization of the im- 
portance of this science of chemistry in 
its manifold bearings on life and on the 
living. But it had taken the world a 
tedious span of time to recognize the 
practical values of this great science. 
Not indeed until the commencement of 
the 19th century did it become well 
established as a most important factor 
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in shaping the destinies of men and 
nations. Since then its progress has 
been in leaps and bounds. 

The trail of chemical progress through 
the centuries followed step by step with 
slow convincing tread. It led from 
the idea of the chemical element to 
the isolation of the then important 
elements, the establishment of the 
quantitative laws of chemical combi- 
nation, the application of the atomic 
theory to explain chemical reactions, 
and of the idea of valency, to molecular 
constitution and structure, and thence 
to the study of the intimate constitu- 
tion and property of the atom. To- 
day although “the trail is still awind- 
ing” no one can foretell its ultimate 
destination. 

There is no end to its promises; 
there is none of its promises that may 
not be fulfilled. Much has been dis- 
covered, but there is an uncharted 
domain yet untouched whose bound- 
aries are too wide for conception.’ Nor 
can we penetrate this vastness by sheer 
imagination. For in chemistry dream- 
ers seldom get ahead. Sir William 
Pope in a recent lecture expressed the 
following sentiment: 


All inquiring minds in science are accus- 
tomed to peer into the future in an attempt 
to discern the directions in which progress 
is possible; hundreds of imaginative writers 
have tried to foretell the effects upon hu- 
man life which will accrue from coming ad- 
vances in science. In this connection I 
desire to submit one ruling principle—a 
principle which is admirably exemplified 
by the directions of progress during the 
present century and which appears to be as 
yet but ill recognized. The principle is 
that all scientific prophecy which goes out- 
side what will obviously and logically result 
from the normal and unsensational develop- 
ment of the existing scientific position is 
necessarily false. No one in 1900 ever con- 
ceived anything so sublime and yet so fan- 
tastic as the achievements of the past quar- 
ter of a century. 
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“Chemistry as a Source of New 
Wealth” opens then a fertile field for 
pert conjectures. But only with chords 
already sounded is it well for us today 
to tune our prophetic symphony. The 
painful deductions made by careful 
observers of experimental facts are at 
our disposal, and we can sense much 
of their meaning. Our wide outlook 
gives us a chance to safely predicate 
the future. 

Let us briefly inquire into the rela- 
tions between chemistry and industry. 


Cuemistry Pornts Roap To 


CONSERVATION 


In this connection the outstanding 
theme of the current géneration is the 
speculation concerning the depletion 
of its known storehouses of energy. 
The whirling progress of the present, 
so alarmists state, is consuming its 
capital of resources. The world is 
being impoverished and posterity em- 
barrassed by the lavishness of the cur- 
rent generation, in its expenditure of 
coal and petroleum residues. 

To the scientist, however, this gives 
but little concern. He knows that 
posterity will not be long embarrassed, 
for with the insight already gained into 
energy changes of reacting chemicals, 
and the possibilities of growing our 
motive fuel as we grow our body food 
fuel—new sources of energy will have 
been found long before our natural 
resources shall have been exhausted. 
Posterity with its scientific inheritance 
can well grapple with its own problems. 
In this as in all things—*sufficient 
unto the day is its own troubles.” 

Nor do we ignore in this connection 
the need for conservation born not out 
of denial, but out of a careful nursing 
of our present stocks. Let the wheels 
of progress not stop, but rather pro- 
ceed unhindered with watchful expend- 
iture of its available energy stores. 
ae leads the way, and the way 
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of chemistry is sation wasteful nor 
unmindful of tomorrow. 

In England, after Waterloo, all good 
Englishmen planted acorns so that 
Britannia might ever rule the waves 
and never lack for sturdy oak where. 
with to build her battleships. It was 
an idea consummated in pure loyalty, 
but it bespoke no real vision. For the 
Englishman builds his battleships to- 
day with bands of steel—and his oaks 
are only fashioned for his coffin. 

Concern over the exhaustion of our 
natural fuel resource is just as unseemly 
and irrational as the oak planting no- 
tion. Of course conservation is wise 
and necessary—but there is no need 
for extravagant alarm in this direction. 
Dr. Slosson, author of that marvellous 
book Creative Chemistry, in his inimi- 
table style handles a prophecy of other 
fuels in this manner: 


But our supply of petroleum will some- 
time run short, in a dozen or fifteen years 
at the present rate of consumption, accord- 
ing to the estimates of the oil in the ground 
by the U. S. Geological Survey. Sooner or 
later at any rate we must grow our fuel, as 
we grow our food, from year to year. Itis 
interesting now to recall the prophecy of 
Dr. Diesel, shortly before his mysterious 
disappearance from the night boat that 
was carrying him from Germany to Eng- 
land just before the war. He foresaw the 
time when mineral oil would be exhausted, 
and then, he said, the supremacy of the 
sea would go to that power which possessed 
the most tropical territory for growing vege- 
table oil. Dr. Diesel has been dead but 
ten years, yet already in Africa boats are 
run with palm, cottonseed, and peanut oils. 
Diesel engines are reported to run on less 
than ten ounces of cottonseed oil per Brit- 
ish horsepower-hour at a thermal efficiency 
of 24.5 per cent. 


And growing our fuel is not nearly 
as impractical as it seems. We grow 
a great deal of it as it is. Take the 
production of alcohol for instance. A 
little active seed is eee Out of 


the earth and out of the sun-flooded 
ether the little seedling draws its sus- 
taining energy—and binding the energy 
in its make-up it grows to full maturity. 
Man cuts it down, soaks it in water 
awhile, and through the agency of an 
added yeast cell, changes its starch to 
sugar and thence to alcohol. The 
energy bound by the plant is now con- 
tained in the alcohol, whence it can be 
promptly utilized when needed. In 
alcohol there is great promise as a fuel, 
for the forces that the little seedling 
drew out of the earth and out of the 
sunlit ether are now locked in the 
atomic embrace of the fluid alcohol, 
only waiting an opportunity to work. 
One only has to imbibe a portion of it 
to know its availability in this direc- 
tion. 

It is in the integral forces of the inner 
atom, however, that man may some 
day find his greatest fund of energy. 
The physico-chemical studies of radium 
and radium emanations are still very 
incomplete, but we know that com- 
pressed into the atoms of this amazing 
element is a measureless amount of 
electronic action. 

Someday perhaps, this or solar en- 
ergy and other similar forces will be 
strong in the service of man—whirling 
the buzzing wheels of industry—chang- 
ing night to day—mounting the dizzy 
avenues of air and coursing steady 
through the lanes of ocean commerce. 


SYNTHETIC CHEMISTRY INCREASES 
PRODUCTION 


President Coolidge, speaking re- 
cently to the delegates of the American 


Chemical Society, praised chemistry’s : 3 by divers changes secures a Tyrian 


service to the nation in peace and war, 
declaring that the 


; work of the chemist has raised 
the level of our civilization and has in- 
creased the productive capacity of the 
nation. 

Modern life has become extremely com- 


8. 
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plex. We are enjoying comforts and ad- 
vantages undreamed of a generation ago. 
Thes have become possible to a large meas- 
ure through the knowledge and work of the 
chemical profession. Industry is learning 
to apply the knowledge of the chemist in 
its processes. Each step by which the prod- 
ucts of the soil, the forest, and the air, are 
converted into commodities of every-day 
life, requires the expert assistance of the 
chemist and the chemical engineer. 
Whenever nature’s bounty is in danger 
of exhaustion, the chemist has sought for a 
substitute. The conquest of disease has 
made great progress as a result of your 
efforts. Wherever we look, the work of the 
chemist has raised the level of our civiliza- 
tion, and has increased the productive ca- 
pacity of the nation. Waste materials, 
formerly cast aside, are now being utilized. 


Industry must be vitally interested 
in chemistry for it depends upon chem- 
istry and chemical forces for its exis- 
tence. The conversion of natural 
resources into commodities of every- 
day life or else their synthetic produc- 
tion, is the function of the greater part 
of American industry. And it is to 
chemistry that industry must and does 
turn for the consummation of these ef- 
forts. 

The great organic solvent industry 
and the dye industry afford ample 
proof of chemistry’s service to industry. 
Not many generations ago only a king’s 
robe was dyed with Tyrian pagpde, for 
the color was immensely expensive. 
Millions of little molluscs from the 
Mediterranean bed emptied their little 
sacs of pigment so that kings and only 
kings, might sport this special color. 
Today from the ugly coal tar, the chem- 


more marvellous than ever dyed 

an ancient kingly robe, and yet so 

cheap that little slum-girls wear their 
clothes giddy with its color. 

Yet chemistry, juggling its molecules, 

is only an infant magician. Each year 

brings out a host of newer dyes and 
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other organic products. There are 
endless combinations still untouched. 
Agricultural industry owes chemistry 
a hugh debt of gratitude. Time was, 
indeed, when the world’s supply of 
fixed nitrogen (fertilizing, nutritional 
nitrogen) so essential to the promotion 
of life, was rapidly dwindling away. 
Burning forests consumed much more 
of this very necessary nutritional ni- 
trogen than the sun and germ and 
thunderstorm could replace. Then to 
make matters worse man turned to 
burning his brother, instead of burying 
him in earth whence he came. Crema- 
tion was thus a chemical crime, for it 
robbed the earth of much potential 
fertilizer. Had this process of deple- 
tion continued for many millenia with 
no replacement, the world would have 
been short of fixed nitrogen—a calam- 
ity nigh short of destruction. For a 
barren, moonlike earth would fail to 
feed its human parasites. But along 
came the chemists again, and captured 
the useless free nitrogen of the air— 


_ changed it to fixed nitrogen and made 


the world safe evermore for hungry 


_ democracy. This discovery has nota- 
_ bly increased the fertilizing of the soil 


and the conditions of rural industries 
are thus vastly bettered. 

Biological chemistry has also found 
other and will continue to find new 
sources of fertilizing agencies. It is 
nothing strange today to call to the 
farmer’s aid a willing, tireless army of 
little germs to prod his backward crop. 
These little biologic exhorters hang on 
to the grain rootlets, gather free ni- 
trogen from the air, change it into as- 
similable, necessary compounds, and 


feed it to the plants. Thus can the 


ie most barren soil be made to support 


useful vegetable life. 
Turn now to the so-called synthetic 
phase of industry. It is here indeed 
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chemist builds his compounds as a 
builder would his home. First he 
draws a graphic picture of his structural 
formula just as the architect conceives 
his plan. Then he brings together his 
materials and fits them to their proper 
corners. Here he tacks an ethyl group 
or there an arsenic atom, and he barters 
at will his funny molecules until at last 
is formed his promised compound. 
This is complicated chemistry indeed, 
and this was the chemistry that un- 
fortunately gave Germany its fatal 
conceit. 


Foop Trest-TUuBE AND 
CRUCIBLE 


The common assets of our civiliza- 
tion, such as soap, the alkalies, 
food products, glass, rubber, cellu- 
loid, sugars, alloys, and medicinal sub- 
stances, all are of the warp and woof of 
synthetic chemistry. Witness this re- 
cital, an omen of the coming day when 
even food shall come from tubes and 
crucibles. 


Starting with beef tallow they get out the 
stearic acid which contains 18 carbon atoms 
in its molecule. Then by oxidation they 
cut off one carbon atom from the chain, 
leaving 17, a compound known to chemists 
as margaric acid. This is then recombined 
with glycerine forming a neutral fat, which 
can be easily digested by diabetics without 
leaving harmful acid residues in the blood. 

Neither margaric acid nor any fatty acid 
with a long chain of an odd number of car- 
bon atoms occurs in any natural fat or oil. 
Some such compounds have been made in 
the laboratory but only a gram or so has 
been produced as a chemical curiosity. 
This is the first time that a purely artificial 
food has been manufactured in hundred 
pound lots for use as a regular article of diet. 


Quoting again, but from another 
source, listen to the story of Berthelot, 
the famous chemist of France. 


that industry will ever find its greatest 
profits. For the modern synthetic 


The problem of food is a chemical prob- 
lem. Whenever energy can be obtained 


4 
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economically we can begin to make all kinds 
of aliment, with carbon borrowed from car- 
bonic acid, hydrogen taken from water and 
oxygen and nitrogen drawn from the air. 
The day will come when each person will 
carry for his nourishment his little nitro- 
genous tablet, his pat of fatty matter, his 
package of starch or sugar, his vial of aro- 
matic spices suited to his personal tastes; 
all manufactured economically and in un- 
limited quantities; all independent of ir- 
regular seasons, drought and rain, of the 
heat that withers the plant and of the frost 
that blights the fruit; all free from patho- 
genic microbes, the origin of epidemics and 
the enemies of human life. On that day 
chemistry will have accomplished a world- 
wide revolution that cannot be estimated. 
There will no longer be hills covered with 
vineyards and hills filled with cattle. Man 
will gain in gentleness and morality because 
he will cease to live by the carnage and de- 
struction of living creatures. The earth 
will be covered with grass, flowers, and 
woods and in it the human race will dwell 
in the abundance and joy of the legendary 
age of gold—provided that a spiritual chem- 
istry has been discovered that changes the 
nature of man as profoundly as our chem- 
istry transforms material nature. 


The current age is the Age of Steel. 
Steel is a chemical compound. Com- 
paratively a recent discovery, this use- 
ful substance is still far from perfection. 
Contaminated with traces of certain 
material it loses its strength—yet a 
little of something else doubles its dura- 
bility. Other alloys, kindred to steel, 
are waiting for the co-operative forces 
of chemistry to lift them to a wider 
sphere of usefulness. They are simply 
itching to be discovered. In England 
today there is a great deal of study un- 
der way involving the use of pure met- 
als instead of the near-pure ore prod- 
ucts now in use. None of the useful 
metals find any industrial applications 
or a state of purity, for all are used as 
alloys with other metals. Thus since 
all of the alloys now used are imperfect, 
it is conceivable that they might ap- 


proach perfection if instead of the crude 
elements used in their formation there 
are used metals more refined or pure. 

With this in mind the National Phys- 
ical Laboratory in London is now just 
initiating an experimental investigation 
for the purpose of studying the alloys 
of pure iron and chromium, and this, 
if successful, will be the first occasion 
on which the systematic study of alloys 
of pure iron with another pure metal 
has been undertaken. 

This is a type of research in pure 
science which is bound to be redundant 
with industrial blessings. It is upon 
the support and maintenance of this 
spirit of research, and upon the careful 
training of picked men to carry on the 
task that the future of chemistry and 
the consequent reward of industry 
depend. 


CHEMISTRY CONTROLS FUTURE OF 
MEDICINE 


Turn now to chemistry in the service 
of medicine. It was a chemist and not 
a physician that brought the great 
truth to medicine. This was Pasteur, 
the son of an humble tanner from Ar- 
bois, lifted by the buoyancy of clear 
genius into that rare realm of pure 
science, whose boundless domains few 
humans are privileged to know; Pas- 
teur, the living contradiction of Pope’s 
famous couplet: Lal, 

One Science only with one genius fit, a 
So vast is Art, so narrow human wit. | 


But not so with Pasteur, for his in- 
spiration led him on from science to 
science, explaining the old and estab- 
lishing the new; harnessing chemistry 
to agriculture and biology to industry. 
And he was a pioneer, a blazer of new 
trails. The roads which he chose were 
the hardest, but they led always to 
kingdoms that had the things which 
men sought and longed for, but could 
not findforthemselves. 
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This was the man who discovered 
the biological basis of infection. After 
him followed the discovery of anti- 
septics used in combatting bacteria. 
Then came also the discovery of the 
anesthetics: ether, chloroform, and 
latterly ethylene, all evolved in the 
clinical laboratory. 

The last quarter century has flooded 
the world with medicinal chemicals 
derived from every conceivable place. 
From the cellular spaces of roots and 
rhizomes, from fractions of crude coal 
distillate, from desiccated animal tis- 
sues, from the minerals in earth’s bos- 
om—everywhere—have come reme- 
dial agents in response to the chemist’s 
call. And countless more await his 
beckoning. 

Nor indeed is the modern chemist 
satisfied with the products of Nature’s 
handiwork, for in some respects he 
can even excell Nature at her own ac- 
complishments. He has bettered her 
best colors—he has created out of a 
mass of molecules strange compounds 
that never existed before. He is un- 
earthing many of her erstwhile invio- 
late secrets. 

In no field of endeavor has chemistry 
accomplished more, however, than in 
this field of applied medicine. The 
anesthetics and analgesics, most of 
them, in the concrete, products of the 
laboratory, have lifted heavy burdens 
of pain from the shoulders of a weary 
ailing world. Sickness and travail 
still walk in the land, but their tread is 
not nearly so heavy as in the days be- 
fore ether and chloroform. 

In the battle against infection chem- 
istry is still searching and will continue 
to search into the long years. Here 
are many problems, stubborn and un- 
yielding, but which under the battering 
rams of real research will as certainly 
show a breach in years to come. 

Take for example the tedious search 
for a specific remedy for that dangerous 
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African sleeping sickness. Learn first 
that this vile disease, a parasitic ip. 
festation, renders it physically impos- 
sible to progress with the exploitation, 
commercially and otherwise, of central 
Africa. Because of its depredations 
this rich section of that huge continent 
hoards its treasure as in an ancient un- 
relenting grave. 

The little Tsetse insect, procurer by 
bite of this vile infection, for many 
decades locked the treasure troves of 
Afric’s wilds secure against organized 
colonization. 

But where organized colonization 
utterly failed to gain a foothold—or- 
ganized chemistry at last has secured 
the priceless sesame. “Bayer 205,” 
chemical kindred to the renowned 606, 
promises to cure the sickness and thus 
make half a continent habitable. Ger- 
many, unfortunately, still festering in 
the toxins of her decomposed conceit, 
dabbles with this cure and seeks to keep 
its composition secret. She offers it 
in return for colonizing concessions. 
Meanwhile information comes that it 
has been happily duplicated by French 
chemists. More power tothem. Such 
indeed are the glorious opportunities of 
chemistry, and its equally glorious ac- 
complishments. 

So much done and still so much to 
do. 

The causative factor of the great 
white plague is established—tthe chem- 
ist is searching for the remedy—and he 
will continue to search until the last 
lone molecule hangs on to the right 
place on his remedial structural com- 
bination. Cure may come from an- 
other source, but the chances are ninety 
to one that when it comes it will only 
be again essence of the chemist’s cru- 
cible. 

Cancer is silent with its secret. But 
it will out with it ere long, and shortly 
thereafter will certainly come the 
blessed antidote. 
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CHEMISTRY AS A SOURCE OF N ew WEALTH 


Witness the revival of animal medi- 
cine—an attempt to treat disease with 
Nature’s own remedials. Time was 
when crude botanic drugs from India’s 
jungles or Afric’s teeming wilds filled 
up the shelves of the old apothecary 
shop. Before that it was essence of 
bone and elixir of blood—liquid of 
mummy and spirit of human flesh. 
Then for a while the world went crazy 
over coal tar, and most of the medicines 
came from the garbage heap of the gas 
works. ‘Today the stockyards of the 
Middle West are claiming their share 
of drug shop patronage. The bleating 
calf, the gentle sheep, slovenly sows and 
other children of the four-legged race, 
furnish once more a great bulk of the 
drug store’s healing agents. The day 
of “extract of menagerie”’ is still with 
us, even if the “elixir of botanical gar- 
den” is no longer the vogue. 

To corroborate the old quip that 
history truly repeats itself, comes now 
insulin, the latest addition to our ani- 
mal armamentaria for fighting disease, 
for it also is a glandular extract of quad- 
ruped. Insulin is designed to fight the 
dreaded sugar sickness known as dia- 
betes, and insulin after all is second 
cousin to spirit of bone and essence of 
blood, for it was out of the suckling 
calf that Banting and his brother chem- 
ists secured the original lot. 

But now we are told with definiteness 
that all of these gland secretions are 
only chemical compounds which can 
be duplicated with products made from 
coal tar and its various derivatives. 
Pretty soon the chemist claims he will 
duplicate them all, and then a gland 
that fails to function right will lose its 
place and right to serve. So we can 
now hope for the day when we will 
carry a vest pocket case containing the 
chemist supply of compressed extracts, 
and thus replenish at will our glandular 
deficiencies. Until then, however, we 
must depend upon the stock yards to 


supply our functional shortcomings — 


with crude and empiric extracts of _ 


glands from pig or cow or gentle sheep. 
But these are only a few illustrations _ 
to bear testimony to the fact that the | 
opportunities of chemistry in the field 
of medicine and public health are with- 
out number. Dean Edsall of the Har- | 
vard Medical School pointedly evalu- 
ates the services of chemistry in this 
important art in the following state- — 
ment: 


The prospect of developments of the ut- 


most importance through chemistry in 


matters relating to medicine and health in 
the coming decades is really enormous. 

The progress made in recent years has 
been such as to warrant confidence that it 
will be one of the most important lines of 
progress in the next generation. This is, 
of course, exceedingly technical work, and 
fine training is required in order to accom- 
plish anything in it. 

The future progress of medical investiga- 
tion in no small measure waits upon the 
results of such chemical research, and the 
future of medicine depends largely upon 
the progress of chemistry. 


“Chemistry as a Source of New 
Wealth” was the topic whence this 
dissertation had its inception. We 
have wandered far from our trail—it is 
in the dense woods that we now find 
ourselves. The cross trails and tree 
signs have led us astray—but the sun 
though now obscured still comes up in 
the east and sleeps beneath the west 
line, and whether the reader, trailing 
with us, has “kenned the licht or nae”’ 
—chemistry is still prolific in its prom- 
ises and real wealth is in its vast do- 
minions. 

But its promises are not without 
restrictions. Its treasure troves are 
not for chance discovery. Unstinted 
penance shall be made at Pasteur’s 
“Temples of the Future—Temples of 
Well-being and Happiness—the Labo- 
ratories”—for it is there that chem- 
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rs istry’s contribution to the world wealth 
waits for the well-trained seeker. 

In this connection the following re- 
port of a special committee of Harvard 
University Board of Overseers is very 
pertinent: 


As competition increases the successful 
- man will, more and more, be the man who 
allows nothing to be wasted, but adopts the 
most efficient processes and devises new 
ones still more efficient; who works up his 
by-products into more useful and further 
valuable substances; who economizes en- 
ergy whether this energy comes from coal 
or water power or human labor. 

The field is too large and chemical laws 
too complex to have the results come ac- 
cidentally. 

‘They can be accomplished only by a 
¢€ a systematic investigation of the whole field 
of chemistry. 
Only upon the study of pure chemistry 
and the laws which underlie it can be built 
the practice of chemical technique, just as 
aw our whole modern technique of electricity 
wa built upon the purely scientific experi- 
ments of Faraday. 
The present attainment in chemistry 
has been due chiefly to investigation, 
undertaken entirely in the spirit of pure 
science, for science’s sake. Upon the 
_ support of this spirit, along with the 


education and training of men fitted to 
Ss on the work, must the future of 


chemistry depend. 
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FRINGING THE HINTERLAND OF 
ScIENCE 

The advance in the last fifty years 
achieved by scientific method based 
upon laboratory work is astounding. 
There is, however, vastly more to be 
learned. In many of its branches in- 
vestigation is only at its beginning. 
Those investigators who have reached 
the frontiers of knowledge see wide un- 
explored regions ahead full of problems 
and full of possibilities. 

But mere recognition of the impor- 
tance of chemistry is not enough to en- 
sure the usefulness of the science in the 
future. Active steps must be taken to 
enlist, train, and support chemical in- 
vestigators and routine workers and to 
build, equip, and maintain adequate 
laboratories. 

Truly the time and thought invest- 
ment of the early investigators in the 
fundamental sciences has already paid 
tremendous interest. But this is a triy- 
ial fraction of its potential returns—for 
the time will never come when chemis- 
try shall cease to be progressive, for, as 
Berthelot stated, ““Chemistry creates 
its object and in creating it controls it.” 

Indeed, the subject of “Chemistry as 
a New Source of Wealth” will be a 
as timely in June, 2024, as it is | 
rambling-rose day in June, 1924. 


| 
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The Place of Human Sciences in Modern Organized 
Business 


HAT mammoth machine called 

“business” is designed to meet 
the wants of men. Its function consists 
primarily in the production and distri- 
bution of commodities which meet 
these wants. In any given instance the 
completed process consists of a series 
of value transfers, each of which may 
be measured in terms of material, time, 
and money. The value equation is 
complex even in the transfer of a 
garden product from farmer to house- 
wife; it is almost infinitely complicated 
in the case of the delivery of a Rolls- 
Royce to the consumer. 

Business began with an exchange of 
commodities, where each of two or 
more individuals, in consequence of 
skill, or lack of it, or the chance condi- 
tion of the place of abode, enjoyed 
possession of a given necessity in excess 
of his immediate needs, while he suf- 
fered want in another direction. The 
transfer involved necessities for main- 
tenance of life. Modern organized 
business is still concerned in transfers 
of this nature. But the definition of 
necessity has undergone vast change. 
No longer can it be limited to its 
original biological meaning. Social 
organization and life within the social 
group have created necessities as 
essential for modern life as were the 
simple materials of exchange for the 
life of primitive man. 

The early transfers first insured 
existence and then brought about an 
easement of the rigors of existence, 
introducing elements of comfort; be- 
yond certain limits, these comforts 
became luxuries. The limits of these 
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concepts cannot, of course, be exactly 
set up. They are essentially relative 
to the mental make-up of the individ- 
ual,—his chronological period and 
place of abode. Similarly, present-day 
business is concerned in the transfer 
of values contributing to the comforts 
and luxuries of life. Here again the 
limits are relative. We may therefore 
say that modern organized business 
deals with the production and distri- 
bution of commodites contributing to 
the wants of men, 7.e., necessities, com- 
forts, and luxuries. 


INTRODUCING SCIENCE IN BusINEss 


In a wide sense, the principles and 
laws of the human sciences—sociology, 
psychology, and education—are vitally 
implicated in the program of organized 
business. These sciences, from some- 
what different aspects, are concerned 
in the life of man. They first aim to 
discover, and then in an ever-increasing 
degree attempt to control those factors 
which contribute most to the individ- 
ual, either directly or through the 
social group. 

Whenever these factors are com- 
modities or service of a purchasable 
kind, they must be included in the 
business equation. A definition of 
“necessity,” “comfort,” and “luxury,” 
in consonance with the ever-varying 
complexities of life, and practical 
instruction as to distribution of an 
individual’s earnings with reference to 
these three products of business will, 
in the long run, have much to do in the 
formulation of a generel business 
program. Such a program can only be 
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based on an anticipation of the needs 
of men in these terms, and any predic- 
tion not substantially supported by 
the historical facts of social develop- 
ment may result disastrously. Or- 
ganized business, therefore, finds its 
most important, and at the same time 
most perplexing, problem in the formu- 
lation of policy. Solution of the prob- 
lem requires a fairly accurate prophecy 
of man’s behavior under varying condi- 
tions, a few of which can be matters 
of certain knowledge,—others only of 
conjecture. Wherever these system- 
atic observations have been made, and 
a body of knowledge, with reference to 
human reactions, formulated, business 
finds useful data for its purposes. 
Striking instances are at hand. Busi- 
ness concerns now are organized or 
enter upon a plan of enlargement only 
after a most exhaustive survey of 
population distribution, and indicated 
growth—natural resources with refer- 
ence to development of industry,— 
general character of population as 
determined by industry—in reality a 
7 psycho-sociological study of probable 
consumers. Even the selection of the 
locality for one of a chain of cigar 
stores is determined by some such . 
method. Further, the significance of 
this kind of data increases as the 
product in question, in consequences of 
economic and social change, tends 
away from the luxury and toward the 
necessity class. Business can no longer 
_ be firmly established upon predilection. 
_ On the contrary, the trends of human 
behavior, as they are formulated in the 
body of knowledge falling within the 
scope of the human sciences, must not 
be underestimated in the importance 
y they play in a well-conceived business 
program. 
7 In a narrower sense, business is now 
making use of the accumulated knowl- 
1 edge of the human sciences in meeting 
This has come 


h © the wants of men. 
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about in recent years through a realiza- 
tion that the waste in former methods 
of production was grossly uneconomic, 
and if continued unabated would result 
in shortage and deprivation. Material 
resources were being rapidly consumed 
and the minds of men turned to the 
problem of conservation to such an 
extent that it became a matter of 
national interest. As a last step in the 
present-day point of view, business is 
making every effort to conserve in the 
time element of production and distri- 
bution, to the end that the ever- 
increasing wants of men may be met. 
This phase of industry has thrown 
tremendous emphasis upon the human 
elements of industry—both men and 
management—and the desideratum is 
that of perfect adjustment of man to 
job. When this adjustment is accom- 
plished, there is every reason to expect 
both maximum production per time 
unit, and contentment and stability 
upon the part of the worker. 


JOB AND PERSONNEL ANALYSIS 


The first effort on a large scale to 
study the problem of man-job adjust- 
ment was that of the psychological 
service of the American Army. Many 
studies of a theoretical character paved 
the way. Indeed, certain psychologi- 
cal studies formed decades ago con- 
tained the essential elements of present- 
day methods, and the results of these 
studies were in no sense unprophetic. 
But it required the crisis of the Great 
War to organize these findings and 
point to their utility. The peace- 
time army of industry, even before the 
war had ended, sensed the value of this 
new approach, and we are now in a 
phase of tremendous activity in this 
new field of applied science. 

Specifically, organized business is 
now expecting from the science of 


psychology; 


| 


(1) An exact procedure in the task of 

analysis. 

(2) A method of personnel measure- 
ment. 

A phase of production or distribution 
creates a job. The old method sup- 
plied the human agent merely by 
chance or favor, without reference to 
the specific demands. Nowadays, the 
job is first analyzed with reference to 
number of operations, the required 
balance of concentrated and distribu- 
tive attention; the essential elements 
of memory involved in the series of 
operations; the demands upon dispos- 
able energy, the duration of the cycle 
of operations, and its production of 
fatigue. Each determination involves 
ascientific procedure with an adequate 
number of observations for statistical 
verification. 

The second expectation—that of a 
method of personnel measurement— 
is far from realization at the present 
time. Despite the enormous amount 
of work being devoted to the problem 
by the science of psychology, and by 
psychologically trained men in the 
field of industry, only a good start is the 
net result to date. The problem re- 
quires a departure from traditional 
psychology, and in its stead the ap- 
proach of clinical psychology. It in- 
volves a final analysis of intelligence, 
intellect, motive, competency, natural 
endowment, and methods of rating 
these factors quantitatively. Once the 
science of psychology has successfully 
solved this tremendous problem, the 
outcome of a given examination may be 
supplied to industry in a simple equa- 
tion of personnel assets and liabilities, 
which will constitute at the same time a 
diagnosis and a prognosis. 

Only the man with scientific training 
is capable of appreciating the vastness 
of this program, and the unlimited 
amount of detailed research which 
must be prosecuted before even an 
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approximation to a satisfactory scale of 
personnel management can be dis- 
covered. It is indeed unfortunate 
that so many have been led to believe 
that these scales now exist, and can 
be applied by any person of average 
intelligence, with the same degree of 
accuracy that he can use a yardstick. 
Indeed, the initial psychological analy- 
sis is far from completed. Only in 
the large can the various factors enter- 
ing into a man’s intelligence, or into his 
competency, be delimited, and so- 
called “‘measurements” are not much 
more than qualitative categories with 
recorded frequency of occurrence in 
selected groups. 

Despite the limitations of personnel 
measurement now apparent, industry 
was keen to sense in the development 
of these measurements a mighty in- 
strument to add to its equipment, and 
even though the methods are imperfect 
and only an approximation to the 
desired goal, the employment of such 
crude standards as there are has, in 
many instances, proved of great as- 
sistance in the increase of output per 
time-unit. The modern industry finds 
it no longer necessary to try a two- 
operation man on a five-operation job 
for a period of two weeks in order to 
determine his productivity. The old 
method of personnel selection is now 
recognized as too expensive in the 
waste of materials and the loss of man 
and machine time. A twenty-minute 
psychological examination in most 
cases serves to classify the applicant 
as a two-, three-, four- or five-operation 
man,—thereby materially reducing the 
former trial period. 

With job analysis and personnel 
measurement giving us two distinct 
groups of data, the correlation of the 
facts of these several analyses practi- 
cally creates a new operative task in 
industry. The man who parallels 
these facts and emerges with a usable 
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tion for an occupation upon itself. 


correlation will perform a most useful 
and economic function in industry. 
This work is the very essence of man- 
agement—and its development, al- 
ready begun, is certain to mark the 
next conspicuous development in the 
business world. 

To be profitable, business must be 
stable. The whole fabric of industry 
rests upon the predictability of fur- 
nished product and its consumption. 
The material resources of production 
are amenable to exact measurement. 
The elements of human energy re- 
quired in production are not so pre- 
dictable, and in order to insure the 
human equilibrium so far as possible, 
organized business has taken the initia- 
tive and is now embarked on a nation- 
wide program of social stabilization. 
These efforts express themselves in the 
establishment of retirement pensions, 
the development of recreational ac- 
tivities among workers, the economic 
adjustment to the exigencies of family 
and community life, and the supervi- 
sion of problems of hygiene and health. 
These lines of activity are distinctly 
within the field of sociological investi- 
gation. The solution of these im- 
portant factors of the workaday life 
goes far to disperse the disquietude 
and malcontent so fitfully prevalent 
in the laboring classes, and, in conse- 
quence, reduces to an astounding de- 
gree labor turnover, labor strikes, and 
inefficient operation. 


RELATION OF Business TO EpucATION 


Broadly speaking, business is inti- 
mately concerned with the science of 
education. It is probably within the 
limits of truth to assert that this rela- 


tion is more vital and far-reaching than 


any thus far included in the discussion. 

(1. Business and Vocational Educa- 
tion.) In its early periods of develop- 
ment, business took the task of educa- 
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The form of the process consisted either 
of a period of apprenticeship, varying 
in length of service, and in which the 
novice enjoyed such instruction as his 
immediate superior was able to impart, 
or a more or less protracted period of 
self-adjustment to the requirements of 
a job. The compensation for such 
apprenticeship was relatively small, 
industry thereby securing in the latter 
period of the apprenticeship productive 
work at a relatively low wage, which 
was viewed as a compensation for the 
initial period of unproductivity. The 
very rapid development of machinery 
in all lines of industry, apart from the 
manual trades, is creating a demand 
for workers capable of immediate 
economic production. The problem of 
supplying such workers to industry is 
being rapidly undertaken by the school 
systems of the country, as well as by 
many private institutions. The cur- 
ricula of schools for students going 
into industry are laden with courses of 
an extremely practical character, which 
are taught by men and women profi- 
cient in the trade or occupation, and 
at the same time competent teachers. 
This naturally very much shortens the 
period of preparation, so that there is 
an ever-increasing army of well-trained 
competent workers applying for posi- 
tions in organized business. Their 
employment obviously very greatly 
accelerates every step in production 
and transfer. Not only is this im- 
portant to organized business but it isa 
very exigent development in the theory 
of education and, in consequence 
thereof, is without doubt coloring the 
whole trend of modern educational 
thought. Once a sound principle of 
procedure has been formulated, the 
advantages accruing to business will 
be almost immeasurable, and education 
as a science will have made its most 
conspicuous and at the same time its 
most useful step forward. 


50 
\ 


HuMAN ScrENcEs IN MopDERN ORGANIZED BusINESS 51 


(2. Education and the Products of At the present time there is no more 
Industry.) It is perfectly obvious obvious and undebatable dependence 
that a very considerable factor in or- in the field of human endeavor than 

ized business is the final transfer of that of organized business on technical 
commodity to the consumer. It is education. The recognition of this 
not necessary to educate people to the fact has manifold confirmation in the 
yse of biological necessities; instinctive endowment and support by business 
demands of the human organism must of institutions supplying such educa- 
be satisfied. Modern science, how- tion to young men. 
ever, makes it possible for these de- (4. The Profession of Business.) The 
mands to be met in a way most bene- need of men in business, professionally 
fcial to the organism. Within the trained to correlate and organize the 
memory of man, many food products’ various factors of materials and men 
have been developed with expenditure upon which business is constructed, is 
of infinite amount of scientific knowl- hourly becoming more urgent. The 
edge and technique. Industry, to product of the technical schools is 
produce these materials at a profit, fairly satisfactory, but in most in- 
found it necessary to create a demand, stances the man so trained, thrust into 
and this is brought about by a liberal positions of responsibility outside his 
educational campaign promoted largely specific preparation, finds himself con- 
through the medium of advertisement. fronted with pressing problems of 
In recent years, we are appraised of organization, of co-ordination, even of 
the fact that sauerkraut, quite apart the formulation of policy, for which 
fom being a noxious mass of semi- his technical training has given him 
decayed cabbage, enjoyed locally by no safe approach. Heretofore, the 
people with mildly vitiated appetites, supply has been fitfully and in 
isin reality a food product possessing many instances unsatisfactorily met 
the highest virtues! This fact iseven through the “school of experience.” 
more conspicuous in the matter of With the appearance of the man pro- 
education of the public to the use of fessionally trained in these activities, 
materials contributing = their comfort business will experience marked ac- 
and their luxuries. The professional celeration, and society will ultimately 
advertiser, in the best sense of his pro- esate benefit. Thi f 
fession, is an educator. the 
a . training is the goal of the Engineering- 

(8. Business and Technical Educa- 
tion.) This point can be covered Economics Foundation, created some 

four years ago; the method is that of 


with mere mention. The whole com- 
plicated machine of industry has research of industry from within; the 


developed through the creation and Program as @ whole constitutes the 
perfection of mechanical appliances— most scientifically conceived and far- 
the direct result of the application of reaching application of the science of 
the sciences of mathematics, physics, education to the business of the world 


and chemistry to the field of industry. thus far proposed. 
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MONG the diverse and distracting 
agencies which play their parts 
in our present-day life—the volumi- 
nous newspapers, the ubiquitous 
“movies,” the call of the radio, the 
feverish movement of peoples by day 
and by night on land, on sea and in the 
air, the appeals of religion, of politics, 
of business, the publishing of maga- 
zines and books, the activities of 
schools and colleges, the unending 
whirring of machines making millions 
of articles a month, and the buying and 
selling of these—where, among the 
complexities of twentieth-century ex- 
istence, is there room for art? 

Not in the newspapers. The ex- 
ceptional paper may allow the subject 
half a page in a Sunday magazine 
supplement, but through the week, 
nothing. When Mrs. Smith-Robinson 
(who is “socially prominent’’) erects a 
memorial window, the fact is men- 
tioned, since that is “news,” but we 
are not told whether the memorial is 
or is not a work of art. Should it, by 
happy chance, be a work of art the 
reporter would not know it—and even 
if he did, the fact that a beautiful 
window had been erected would be of 
slight interest to the public and would 
not be reported. When a municipality 
unveils the statue of a leading citizen 
we are not given a critical discussion 
of it as a work of art; often even the 
name of the sculptor is omitted as 
being of little importance, although 
the members of the committee in 
charge of the dedicatory exercises 
are named in full. The newspapers 
offer no help in forming the taste of 
the people. And in the so-called 
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“comic” pages (although there is, at 
rare intervals, a touch of nature 
which has its appeal) the vulgarity of 
the presentation is a powerful and 
constant force working to lower the 
standard of artistic judgment among 
our people. Yet humor and art can 
go hand in hand as is proved by a 
glance at the pages of Punch. 

There is no room for art in the 
newspapers. The reason is a simple 
one: the people are not interested in 
art. Were there a demand the papers 
would supply it. 

There is, as yet, little in the average 
motion picture which tends to raise 
the standards of artistic appreciation. 
For an art (or is it merely a business) 
so new, the advancement, as exempli- 
fied in an occasional film, is encourag- 
ing: but the rank and file (though 
motion pictures are seldom, as some 
insist, rank and vile) have a long road 
to travel before those who attend them 
are lifted to a higher plane of artistic 
understanding. The improvement will 
not come through films labeled 
“Educational”; the improvement 
must be in response to a demand from 
the people. There is room for art in 
the movies, but the producers are but 
dimly aware of the fact. 

One would expect of our churches, 
dealing with man’s spiritual develop- 
ment, a greater appeal to the spirit 
through beauty of line, form, and color. 
But how few of our church buildings 
are architecturally worthy. Many 
notable exceptions will at once come to 
mind; but the majority are ungainly, 
often pretentious, poor in mass and in 
detail: to describe some of them the 


{ 
| | 
lm 


only possible word is “hideous.” And 
the sad part of the matter is that those 
who worship in them are unconscious 
of the fact. Furthermore, in these 
buildings one finds leaded glass win- 
dows whose colors would, one imagines, 
set the teeth of a Fiji Islander on edge: 
but pleasant people with the highest 
ethical standards gaze upon them with 
entire complacency. Save in excep- 
tional cases it seems that, as yet, we 
cannot look to the churches for guid- 
ance in the realm of visual beauty. 

Of course, the politician has not 
learned that “art pays.”’ Here and 
there a municipality grudgingly allows 
a group of unthanked enthusiasts to 
have its way in the matter of civic 
improvement, but the city fathers are 
but puzzled by such demands: they 
seem to have no comprehension of the 
value of beauty as a civic asset. The 
ignorance of the average politician on 
such subjects is summed up in the 
nalve remark of a mayor of Boston, 
who declared that he would erect 
three flag-poles on Copley Square and 
thus make it more beautiful than the 
Piazza San Marco of Venice. In 
speaking of the State Capitol at 
Harrisburg a resident mentioned the 
building as “the most beautiful in the 
world.”” Evidently, alas, in his world. 
It is a matter of a lack of knowl- 
edge, of comparative standards. The 
ignorance is understandable, though 
not excusable. Many cannot travel, 
but all may learn. But the outlook of 
the politician seems to be peculiarly 
circumscribed and in politics one sees 
no hope for art. 


Beauty In Bustvess Pays 


In the business world, however, there 
are evidences of a dawning realization 
of the very large part which beauty 
may play; what a powerful factor in 
obtaining more business the ideas of 
the artist (be he architect, worker in 
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metals, or painter) may be. The 
directorate of a great newspaper re- 
cently held a world-wide competition 
that it might obtain designs for a 
building which, by its beauty, should 
impress the imaginations of the people. 
The Cunard Company has opened at 
25 Broadway, New York City, a great 
hall for the transaction of business 
which has become a Mecca for lovers 
of beauty, so impressive is the room 
and so beautiful its decorations. The 
engaging of staterooms could be done 
in a bare room of half the size; but the 
management evidently realized that in 
dealing with its clients in a hall where 
form and color are combined in a 
superb manner it was achieving the best 
kind of publicity—that no other form 
of advertising would pay so well. For 
here we have an appeal to the spirit 
through beauty, an appeal which can- 
not miss its mark. 

The Bowery Savings Bank has 
recently moved to a new building on 
East Forty-second Street, New York 
City. Its banking room, to which the 
often misused term “vast” may be 
justly applied, is a revelation of what 
our architects can accomplish when 
given the opportunity. The beauty 
of its proportions, the subdued splendor 
of its decorations give the keenest 
delight to those with eyes to see and the 
institution gains an amount of “free 
advertising” absolutely unobtainable 
by other methods. Here, as in the 
Cunard Building, it is a matter of firing 
the imagination, of arousing the spirit 
of beauty which sleeps within us all. 

Only three notable cases have been 
mentioned; others might be cited to 
prove that the world of business is, 
though slowly, turning for help to the 
world of art. In the field of advertis- 
ing evidence is before us on every hand 
to prove that “art pays.” And while 
many advertisements are crude and 
blatant, those who have watched the 
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development of this very modern phase 
of business cannot but have noted the 
advancement in the artistic standards 
of our advertisers. 

We do not, of course, expect to look 
to the business world for direct help in 
our effort to increase the understanding 
of the people in matters artistic, but 
occasionally one feels that material aid 
is being given; that those in control are 


- realizing that in business there is room 


however. 
_ the joy with which a middle-aged col- 


for art. 


Taste For Beauty Nor Cuttivatep 


Professional men—lawyers, doctors, 
engineers—are, one often finds, sur- 


_ prisingly ignorant concerning the sim- 


plest questions of artistic expression. 
We have fallen away from the stand- 
ards of the eighteenth century, when a 
knowledge of such matters was a part of 
the training given a gentleman. Here 
and there a college is introducing 


courses in artistic appreciation in order 


(to quote a college professor) “that the 
average student may knowthe difference 
between Rubens and Rubenstein.” 
Merely a beginning has been made, 
It is almost pathetic to note 


lege man sometimes “discovers” the 
arts. So much pleasure might have 
been his had he, at an earlier age, been 
started on the right path; brought up in 
a world where there was place for art. 

The secondary schools are making 
distinct progress, but school authorities 
in common with those who direct the 
destinies of our colleges, have not yet 
awakened to the desirability, much less 
the necessity, of broadening the stu- 
dent’s horizon through an acquaintance 
with the most lasting achievements of 
man and the indices of his cultivation: 
the masterworks of architecture, of 
sculpture, of painting and of the articles 
of daily use raised, by their beauty, to 
the plane of the arts. 

A glance at the magazines displayed 


upon our news-stands will quickly prove 
that there, there is no room for art— 


need of it, of course, but the need js _ | 


not felt by the buyers. As always, there 
are exceptions, but they are lost in the 
mass of publications which are as a 
barrier against a true understanding of 
beauty. And here again, it is a matter 
of a public demand. Did the people 
ask for better things these would be 
forthcoming. 


Haste—Nor Taste 
The case of the book-publishing 


world is little better. 
production, an indifferent public, these 


are the elements which cause but one | 


book out of a hundred thousand pub- 
lished to be worthy of preservation as 
an example of the highest possibilities 
in typography and binding. 

When we turn to the unending pro- 
duction of “things,” the millions of 
objects yearly produced in these United 
States, how many of these are advane- 
ing the artistic standards of the nation? 
The outlook is hopeful, but as yet we 
see only the dawn of the new day. 
Comparing the furniture, the textiles, 
the wall-paper, the glass, chinaware 
and silver now offered for sale with the 
wares purchasable in 1894, we must 
grant an improvement, yet realize how 
far the average article falls below the 
standards which might prevail. It 
would be unreasonable to ask that 
every object of daily use manufac- 
tured be a “museum piece”; but one 
sees such quantities of things which, 
with no greater expenditure of material 
or time, might have been so much bet- 
ter. The people haven’t the taste nor 
the majority of producers the knowl 
edge necessary for higher standards. 


INFLUENCE oF 
on ART 


The outlook is, nevertheless, not s0 
gloomy as might be imagined from the 


Haste, quantity } 
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evidence to the contrary here mar- 
shalled. Men have practiced the vari- 
ous handicrafts for five thousand years: 
the steam-driven machine has been 
doing our work for us for less than two 
hundred years. We cannot, therefore, 
wonder that machine-made objects are 
not all that they might be; rather, be 
surprised that they are as pleasing as 
they are. And the advance in the last 
thirty years has been really great. 

These steam-driven machines have 
much to answer for. The nineteenth 
century was, through their agency, a 
century of general artistic debasement. 
The objection might at once be made 
that architecture, painting, and sculp- 
ture, that taste itself, are not machine- 
made. True: but the influence of the 
machine, not merely in the making of 
objects, but in increasing the “busy- 
ness” of mankind (aided by photog- 
raphy and electricity in breaking 
down the barriers of time and space) 
gave a new trend to the ideals of our 
people. Traditional methods of build- 
ing, of painting, of lighting, of doing 
almost everything that we do, were 
lost and for a hundred years we have 
been guided, if not by false gods, cer- 
tainly not by gods endowed with taste. 
Materially, progress has been truly 
marvelous—taste was lost in the 
turmoil. That our spiritual develop- 
ment has not kept pace with our 
material progress was clearly put be- 
fore us in the words of a speaker who 
addressed an audience upon the first 
transmission of speech by wireless from 
London to Philadelphia. After stress- 
ing the wonder of the accomplishment 
he paused—then made the pertinent 
observation: ““‘We have the power of 
transmitting speech across the Atlan- 
tic. Have we anything to say which is 
worthy of being so transmitted?” 

The question is a searching one. We 
can print a million copies of a magazine 


each week. What have we to print 
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which is worthy of such multiplication? 
We can weave ten thousand yards of 
cloth in a week; have we designs 
beautiful enough to make such pro- 
duction worth while? 

With the machine we can work 
wonders. Do we rise to greater heights 
and, from the brains of our designers, 
produce marvels of beauty which will 
vie with the marvels of our mechanical 
means of reproducing them? 

It is too much to ask. Art is a thing 
of slow growth. It cannot be forced. 
True beauty does not appear merely 
forthe asking. It must be sought with 
great longing, with deep earnestness 
and for a long time by many seekers. 
Then unaccountably, to one of these, 
beauty is revealed. And, so rare is the 
phenomenon, that to those few who 
find this spiritual treasure we give the 
name genius. 


NEED ror Beauty IN LIFE oF MAN 


The impatient man asks—if this 
precious thing is so rarely revealed, 
why spend so much time in training 
those who seem to have no spark of 
genius—why prate of raising the taste 
of the public; why, in fact, worry about 
Art at all? 

The oak tree produces a thousand 
acorns from one of which a new tree 
may grow. We must have a thousand 
workers in the realm of the arts that 
one may rise to the plane of greatness. 
As to why we should foster art—there 
is but one answer and so obvious a rea- 
son that it is hardly worth the stating. 
Through beauty man’s spirit is up- 
lifted; to neglect it is to sink again to 
the depths from which mankind has 
risen. 

That we judge the civilizations of the 
past by their artistic achievements is a 
commonplace of general knowledge. 
That our own may stand high in the 
estimation of coming generations we 
must look to our artistic output and, 
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_ in spite of the material distractions of 
_ the day, improve it in every possible 
way. 

The impatient man may again 
object—asking why we should worry 
about what the future may think of us. 

A pertinent question. What is es- 
sential is that we should be able to 
think well of ourselves. And we can- 
not hold our civilization in high esteem 

_ should we be satisfied with our marvel- 
ous material development while being 
indifferent to the spiritual quality of 
our life. 

The development of man’s spirit is 
controlled by various factors—not the 
least important being Art. Therefore 
we must see to it that in these hustling 
times there is a place for true artistic 
appreciation. 


OpporTUNITY OF DESIGNERS 


_ The city planners, the architects, 
those who prepare designs for textiles, 
wallpaper, furniture, silver and the 
_ other products in which design plays 
hy a part, the illustrators, the painters, 
the sculptors—these contribute to the 
daily increase of beauty; each does his 

_ share in raising the standard. These 
7 producers create for the man with the 
small purse—the man who cannot 
afford to buy “museum pieces’’—the 
_ objects which will enable him to create 

_ beauty in his home—the furniture and 
silver with good, simple lines, the rugs 
and hangings fine in color. How 
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important is the mission of these de. 
signers. How necessary that they be 
well trained. How imperative that 
they realize the great part they play in 
forming the taste of the nation. 

It is to be regretted that many of 
them seem not to be alive to their op- 
portunity and to their obligation. Ip 
so many cases they think, not in terms 
of national taste, but merely in relation 
to the whim or fashion of the moment— 
in terms purely individualistic instead 
of collective. It will take years of 
effort before the designers of the nation 
are brought to a realization of their 
great mission; but it will, it must, be 
done. 

From the standpoint of material 
prosperity alone the development of 
taste is of the utmost importance. 
Wealth is directly increased by beauty. 
When the average man is given a choice 
between a beautiful and a less beautiful 
object, he will surely take the former. 
He will spend more for the object with 
the finer line, the more pleasing color. 
Since beauty costs no more than 
ugliness—since it is a matter of training 
the taste of designer, producer, and 
purchaser—let us have beauty. And 
as the public will gladly pay more for 
beauty, whether it be found in a build- 
ing, a garden or in dress and house 
furnishings—the business man with 
vision will do his utmost to foster art 
in the community, for he knows that 
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HERE are many ways in which 

“scientific consumption” of food 
might contribute to the increase or 
conservation of national wealth. 
Broadly speaking, most of these ways 
concern either the health and efficiency 
of the individual or some form of waste, 
whether of land, of materials, or of 
human effort. Unfortunately, while 
the science of nutrition has made great 
progress, the practical application of 
its principles to the problems of the 
mass nutrition of peoples is still in 
the formative stage. Hence it does 
not seem profitable to discuss in this 
paper the additions to the national 
wealth that might come if the masses 
adopted a diet designed to reduce 
ill health to a minimum and raise in- 
dividual efficiency to the maximum, 
thereby adding to the national wealth 
through increased efficiency of the 
individuals that constitute the nation. 
Waste in consumption, on the con- 
trary, is a subject more nearly ripe 
for discussion. Certain phases of it 
are therefore presented in this paper, 
for there are so many kinds of waste 
that a large volume would scarcely 
furnish space enough to treat them 
all. 

Of the many forms of waste in food 
consumption that form has been chosen 
for analysis in this essay which is the 
consequence of the consumption of 
such foods as are produced with waste 
—whether of capital or of labor. Ob- 
viously such consumption is “un- 
scientific.’’ Conversely, consumption 
of foods produced with the least waste, 
that is with the minimum of land, 
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capital, or labor, might be considered 
“scientific.” The use of a dietary 
consisting predominantly of such food- 
stuffs might contribute to the national 
wealth because the labor, the capital, 
and the land released might be used 
to create forms of wealth other than 
food. The amounts of labor, capital, 
and land that might be released if the 
world were to change, as it is not likely 
soon to change, its food habits are 
truly enormous. It is because the 
quantities of potential wealth involved 
are so staggering that this question 
has been chosen for treatment in this 
paper, even though the idea is quite 
utopian, since peoples resist change 
in food habits with perhaps greater 
tenacity than any other revolution. 
Nevertheless discussion of the subject 
is believed to be worth while in itself, 
since it leads to a clearer understanding 
of some of the factors that determine 
the limits of food production through 
agriculture upon our earth.' 

If we are to proceed with our sub- 
ject, we must attempt a grading of 
foods based on the amount of labor 
and of land required in their produc- 
tion. For this purpose we need three 
units: a unit of labor, a unit of land, 
and a unit of food value. Units of 
labor and land respectively are simple 
to choose. For labor we shall take 
time; for land, area. To be sure, labor 
differs in productivity for different 
races, times, and places, while land 
differs in fertility and in capital value. 
With these variables, however, we 
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need not —_ ourselves, for we 
will assume in our calculations that 


- we are dealing with the same labor 


and the same land, the rough average 
of the United States. To decide upon 
a unit of food value is a more difficult 
matter, for in order to do so intelli- 
gently we must know the purposes 
food serves. 


Foop VALUES 


In the main food performs two prin- 
cipal functions. It serves as a source 
of energy for the operation of the hu- 
man machine and it furnishes the 
material for growth and for the repair 


of the wear and tear that the processes 


“s living entail upon the animal ma- 
It yields both fuel and main- 
tenance to the body. There are, of 
‘course, a number of other indispensible 
functions served by foods, but the 


_ quantities of foodstuffs involved are 


so minute, as compared with the energy 
and maintenance requirements of the 


animal machine, that for the purposes 
_of the present discussion they need 


not be considered. 

The standard by which, then, the 
value of foods must be measured is 
a double one—their fuel and their 
maintenance value. The fuel value 
of a food is simply determined and 
fairly well established for most foods. 
The maintenance value is much more 
difficult to establish and has by no 
means been determined for all foods. 
It is dependent upon a number of 
factors but is in the main a function 
of the amount and kind of nitrogenous 
substances present. However, the 
amount of repair material which the 
adult animal machine requires daily 
is very small as compared with the 
amount of energy demanded. ‘There- 
fore, in order not to complicate our 
analysis unduly, we shall in the present 
paper consider the repair value of 
foods only incidentally. We shall 
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concern ourselves in the main with 
their energy value. 

Now all kinds of energy may be 
converted into heat. Heat is a sort 
of greatest common divisor for al] 
energy forms. Heat is therefore used 
by physicists as a convenient common 
measure for energy; and the unit of 
heat is the calorie. It is the amount 
of heat required to raise the tempera- 
ture of one kilogram of water from 0° 
Centigrade to 1°. The energy value 
of such a substance as a food is de- 
termined by measuring the amount 
of heat generated when it is burned. 
Experiments have shown that, with 
some quantitatively unimportant ex- 
ceptions, this value is the same wheth- 
er the food be burned in a flame or 
in the body. Experiment has further 
shown that equal weights of different 
kinds of foodstuffs generate very dif- 
ferent amounts of heat when burned. 
Fat, for example, generates more than 
twice as much heat as starch. It is 
obvious, therefore, that the unit of 
food value that we should select must 
not be the unit of weight but the unit 
of energy, the calorie. 

Having selected our units of land, 
of labor, and of food value, we are 
ready to attempt a grading of foods 
based upon the productivity in calories 
of land and of labor. The food in 
terms of the number of calories, as 
well as pounds, produced per acre 
is set forth in Table I. 

Examination of the table shows that 
ordinary potatoes produce the greatest 
tonnage per acre, while corn produces 
by far the greatest food fuel values, 
the greatest number of calories. If, 
however, we consider the out-turn 
not on the basis of yield per acre but 
on the basis of production per ten 
hour day of man labor, we obtain 
quite a different picture. Such com- 
putations have been made in i 
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{ Be. Pounds per Pounp | PER AcRE 
35 1,960 1,594 3,124,240 
20 1,200 1,490 1,788,000 
35 784 1,600 1,254,400 
110 5,940 480 2,851,200 
Soy Beans. . 16 960 1,598 1,534,000 
Peanuts... . 34 534 2,416 1,265,018 


Nore. This table adapted from Farmers’ Bulletin 877, U. S. Dept. of Agriculture: Human Food 
from an Acre of Staple Farm Products, by Morton O. Cooper and W. J. Spillman, Washington, 1917. 
The yields used in the table are arbitrary. They represent yields commonly obtained by fair agri- 
cultural practice upon fair land. They are appreciably greater than the general average of the 
country. The use of such averages would not change the relation of the crops to one another. 


TABLE II—Amovunt or MATERIAL AND EnerGy YIELDED BY VARIOUS Crops peR Ten-Hovur Dar 


or Man Lasor 
Labor T T Tora. T 

PER Yrevp per Day CaRBOHRY: E 

OTEIN ‘AT NERGY 

Days Bu Lbs. Lbs. Lbs. Lbs. Calories 
4.0 8.7 490 87.0 20.5 823 781,060 
ee 1.5 13.3 800 111.0 15.3 575 1,185,333 
1.5 13.8 800 54.6 7.3 630 1,204,800 
ae 1.5 23.3 523 84.0 37.3 352 836,266 
Irish Potatoes. 9.0 11.1 666 12.0 0.7 98 212,000 
Sweet Potatoes 13.0 8.5 457 6.4 2.8 100 219,400 


Nore. For crops like wheat and oats, the horse and man labor are nearly equal, while for corn 
and potatoes more man labor is required. The calculations are based upon the yields and food 
The figures for labor requirements are estimates based on average agricul- 


values used in Table I. 
tural practice and allow for horse labor. 


Factors INFLUENCING CRopP 
SELECTIONS 


Inspection of the table shows that 
a day’s labor yields by far the greatest 
food fuel values when employed in 


the production of wheat and rye 


and 


the least in the production of potatoes. 
In terms of food value, calories, land 
can be employed most profitably in 
the production of Indian corn; labor 


in the production of wheat or rye. 
Where land is abundant and labor 


scarce we 


as the small grains to predominate. 
Where land is all occupied and labor 
relatively abundant, we should expect 


such crops 
dominate. 
the case. 


characterize frontier agriculture 
the temperate zones. 


should expect such crops 


as corn or potatoes to pre- 

In a general way such is 
Wheat and rye for example 
in 
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There are of course many other 
_ factors which influence the selection 
_ Of crops aside from the obvious limi- 
tations set by climate and soil. Among 
the most important of these is the 
demand of different crops for labor 
at different seasons. Wheat and rye, 
since they are not cultivated, require 
labor only at seeding and harvesting 
time. Corn and potatoes need not 
_ be planted or harvested at the same 
time as wheat or rye; they require 
cultivation and give employment to 
labor at a time when it is not needed 
ear: for the small grains. Therefore, while 
the small grains yield the greatest 
— per day’s work, it would not 
always be in the interest of efficiency 
to make over our agriculture so as to 
_ produce these crops exclusively, for in 
such a system agricultural labor would 
be without employment for a great 
portion of the year. This consider- 
ation, as well as the need for crop rota- 
tion to maintain fertility, requires 
at present a mixed agriculture. This 
_ condition, need not, however, obtain 
in future generations. A social organ- 
 teation is conceivable in which agri- 
culture and industry are made to dove- 
tail, labor migrating from the indus- 
trial centers to the land and back from 
the land to the industrial centers sea- 
sonally. Under such circumstances 
fertility might be maintained to a 
considerable extent by artificial fer- 

tilizers. 
The foodstuffs considered in Tables 
_ I and II are all vegetable, the direct 
product of the land. Indirect prod- 
= such as animal foods have not 
yet been drawn into the discussion. 
In doing so it must be pointed out 
that foodstuffs may be divided into 
two main groups,—primary and sec- 
ondary. Primary foodstuffs are those 
which are the direct product of the 
growth of green plants and can be 
consumed by man directly. Such 
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foods are fruits, niin and bread 
grains. Secondary foods are those 
which result from the feeding of agri- 
cultural products to animals. Such 
foodstuffs are dairy and meat prod- 
ucts and eggs. 

The production of secondary food- 
stuffs by feeding the primary prod- 
ucts of the soil may be divided into 
two types. The first is the feeding 
of material in itself not suitable for 
human food, produced upon land not 
capable of primary food production 
such as range land, or produced as a 
by-product of primary food produe- 
tion, for example straw. The second 
is the feeding of materials suitable 
for human consumption, for example 
wheat, or of materials which, while 
in themselves not fit for human food, 
have been grown upon land that might 
have produced primary human food- 
stuffs, for example alfalfa. Plainly 
the two types may be of very different 
degrees of efficiency as measured in 
terms of land and labor. The first 
type is efficient in terms of land since 
rough land is ordinarily useless for 
anything other than pasturage. It 
may or may not be efficient in terms 
of labor depending upon circum- 
stances. As a rule, however, it is. 
Moreover, it converts into human food 
otherwise useless by-products such 
as straw and stover. The second 
type is, obviously, efficient if in the 
process of conversion of the primary 
foodstuff into the secondary one by 
feeding it to an animal little or noth- 
ing is lost. 


RELATIVE EFFICIENCY IN CONVERSION 
oF Primary Into SECONDARY Foops 


Let us, therefore, consider the effi- 
ciency of the conversion of primary into 
secondary foods. If a primary food, 
for example wheat, be fed to an animal, 
say a hog, it is converted into the body 
substances of the animal and thus 
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hanged into —e or lard. The effi- 


ames of this conversion depends upon 


me a variety of factors. Different animal 
uch species are efficient in different degrees. 
od- For a given species the efficiency varies 

with the breed and age of the animal 
od- | and the time it is slaughtered. Thus 
od- the younger the animal, within limits, 
nto | at the time of slaughter, the more effi- 
ing cient is the conversion. For example 
for the conversion is more efficient in the 
not | case of hogs if slaughtered at 150-200 
ion pounds than if allowed to grow to 300 
sa | pounds. In the case of beef the effi- 
uc. } Gency is greater if the animals are 
nd slaughtered at 15 or 18 months than if 
ble they are allowed to grow into three-or 


ple four-year-old steers. For these rea- 


‘ile sons no general figures can be given for 
od, the efficiency of the process. 
‘ht In general, however, the hog is the 


\d- most efficient of domesticated animals 
ily in the percentage of the energy value 
nt of the feed that is recovered in the form 
in of pork and lard. This efficiency will 
rst range somewhere between 25 and 40 
ce percent. The energy which is not re- 
or | covered is dissipated and goes to main- 
tain the animal and permit it to live 
and perform its vital processes. In 
0- thecase of beef the efficiency is undoubt- 
5, edly much less. Thus, in a three- or 


od four-year-old steer probably not over a 
ch few per cent of the energy value of the 
d feed is recovered. However, a great 


ne =) deal of the feed of hogs is suitable for 
ry direct utilization by human beings. 
yy Hogs are fattened upon bread and fod- 
h- der grains with often a good deal of 
skim milk and relatively little pastur- 
age. Even when hogs are pastured on 
such crops as alfalfa, cow peas, or pea- 
nuts, the pastured crop is usually one 
which has to be planted especially for 
that purpose upon good land that is 
capable of producing primary foodstuffs. 

Cattle, on the other hand, may be 
produced upon fodder materials which 
are entirely unsuitable for human con- 


@ 


sumption, such as hay, straw, and 
grasses. These are crops that may be, 
and to a large extent are, produced on 
rough land unsuitable for other pur- 
poses. Therefore, to the extent that 
cattle may be produced upon rough 
pasture and inedible by-products with- 
out feeding to them materials that are 
suitable for use as primary foods, their 
inefficiency as converters does not re- 
sult in waste of wealth, for the cattle 
make use of land and facilities that 
could not otherwise be used to produce 
food. However, if cattle are produced, 
as in stall feeding, upon feeds like grain 
that might be consumed directly by 
man, such a practice represents an eco- 
nomic waste, considered from the point 
of view of this paper. 

Dairying is a more efficient process 


TABLE III—Tse Urmization or Freep sy 
Various ANIMALS IN THE PRODUCTION OF 
Foop 

Pounds starch equivalent in fodder required to 
produce 1000 calories in the form of: 


Milk from good cow ' 

Milk from poor cow! 
Eggs! 
“Baby” beef! 

Chickens ? 


1 “The Food Supply of the United Kingdom.” 
A report drawn up by a committee of the Royal 
Society at the request of the president of the 
Board of Trade, p. 27, London, 1917. 

? Based on unpublished data of the Food Re- 
search Laboratory of the Bureau of Chemistry, 
U. S. Dept. of Agriculture. The experiments 
were made upon birds weighing 1.7 pounds on an 
average. They were fed two weeks under the 
commercial conditions obtaining in the feeding 
stations of poultry packing establishments. The 
high efficiency secured upon the distillers’ grains- 
buttermilk diet is not typical of poultry produc- 
tion in general but the result of feeding for a 
brief period young birds upon a very‘nutritious 
diet. 

3 Diet, corn, distillers’ grains and buttermilk. 

‘ Diet, corn and water. 
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than beef production. The dairy cow is 
about as efficient an energy converter 
as the hog and more efficient than any 
other domesticated animal in convert- 
ing nitrogenous vegetable substances of 
inferior nutritive value into animal pro- 
tein of superior value. Cows furnish 
us with milk, with veal, and when they 
are past their usefulness as dairy ani- 
mals, with beef. 

The relative efficiency of the utiliza- 
tion of feed" by different animals is 
shown in Table III. 


Foop WasTEs 


This table shows the great varia- 
tion in the amount of fodder required 
to yield a unit of food. It also makes 
clear the pre-eminence of the hog and 
the dairy cow. Unfortunately, we do 
not take full advantage of the dairy 
cow as a feed converter, partly because 
many of the country’s cows are “poor” 
cows, 1.¢., inefficient as converters, 
partly because we waste or utilize in- 
efficiently much of her output, as may 
be seen by a glance at Table IV. 


TABLE IV—Tue Disposition or tHe 
Propucep 1n THE UNrTEeD STaTEs IN 
1916.1 


In THE CouNTRY’s Brion Las. 

Propucrion 11.50 
Consumed as milk............. 4.75 
Goes into skim milk........... $3.15 
Used as butter................ 1.60 
Used by calves................ 0.45 
Used as ice cream............. 0.45 
Used as buttermilk....... 0.35 
Used as condensed milk........ 0.30 
Used as cheese............. 0.25 
0.25 


1 The utilization of milk has improved some- 
what since 1916 due to the growing production 
of skim milk powder and the development of the 
condensed buttermilk’ industry. Skim milk 
powder is used principally for human food but in 
part also for animal feed. Condensed butter- 
milk is used almost exclusively for animal feed. 
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Most of the skim milk, the butter. 
milk, and the whey is fed to animals o 
wasted. In these three by-products js 
contained nearly one-third of the mate. 
rial in the country’s milk production 
that is not water. Nearly one-half of 
this solid matter is nitrogenous food 
material of the highest quality. It js 


an enormous quantity of about the / 


same order of magnitude as the sym 
total of the nitrogenous food materia] 
in the country’s total annual beef con. 
sumption. 

If we bear in mind that a pound of 
starch has a food value equivalent to 
about 1,800 calories, then it is manifest 
from Table III that the production of 
secondary from primary foodstuffs fit 
for human consumption is a wasteful 
and inefficient procedure. The table 
shows that it takes about 5,400 calories 
to produce 1,000 calories in the form of 
milk or pig meat. The magnitude of 
the wastes for the country as a whole 
involved in the conversions treated in 
Table III may be visualized by examin- 
ing the disposition of the principle feed 
crops of the country. This is given in 
Table V. It shows that but a minor 
portion of the corn, the oat, and the 
barley crop is used as human food. 
Most of these crops are fed to produce 
secondary foods or to maintain draught 
animals. If we consider that the food 
value of these three grains pound for 
pound is somewhat higher than that of 
starch and if we also bear in mind the 
data presented in Table III, we must 
conclude that the waste of food values 
in the case of these crops alone is enor 
mous. That portion of these crops 


used to produce secondary foods is re | 


covered in part in the secondary foods 
—probably the recovery is less than % 
per cent of the food fuel values. 
That portion of the crop fed to 
draught animals is lost completely save 
in so far as the fertilizer produced as 
sists in crop production. For oats its 
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TABLE V.—Estmartep Disposition or Feep Crops on Farms or tHe Untrep States, Basep 
on THE AVERAGE oF PropuctTion AND Feeprne For THE Five Year Periop 1909-1914. 


Corn Oats BaRLEY 
Ossect she) 
i Per Bushels Per Bushels, Per Bushels, — 
a Cent Millions Cent Millions Cent Millions " 
Horses and mules........ 27.0 731 46.4 525 14.8 27 
| ee 26.8 726 1.8 20 9.4 17 3 
Milch cows 8.6 233 5.0 57 4.4 "evel 
Other cattle 9.4 254 1.8 20 1.1 Ki 
SESS 2.2 60 1.8 20 0.6 ‘wg 
3.6 97 2.2 25 2.2 
Human beings........... 3.4 92 0.9 10 0.7 
0.8 22 7.6 86 7.1 13 
Other or doubtful........ 3.8 103 4.5 51 6.7 12 
Total on farms .......... 85.6 2,318 72.0 814 47.0 86 
Not used on farms....... 14.4 390 28.0 317 53.0 96 


Nore. Adapted from Farmers’ Bulletin 629, U. S. Dept. of Agriculture. 


probably more than half the crop since 
much of the oats not used on farms is 
fed to horses in cities. For corn it is 
more than one quarter of the crop. 
For barley a large portion was used as 
food in beer, a use that is now much re- 
duced. These wastes, the feeding of 
draught animals, might be avoided in 
part by the use of machinery. 

Before drawing inferences from the 
thoughts above developed, two quali- 
fications need to be made in regard to 
the relative efficiency with which pri- 
mary and secondary foodstuffs are pro- 
duced. In the conversion of primary 
foodstuffs into secondary ones much 
fertilizer is produced as a by-product. 
A material reduction in the numbers of 
domesticated animals would accelerate 
the depletion of the fertility of the soil. 
Much artificial fertilizer would have to 
be used and this again could be produced 
only by the employment of labor and 
material resources. These need to be 
set off against the losses from the con- 
version of primary into secondary foods. 
Such is the first necessary qualification. 

The second is that some primary as 


well as some secondary foods are essen- 
tially by-products. Cottonseed oil is 
a primary food produced incidentally as 
a by-product of cotton growing. Mut- 
ton, toa very large extent, is a by-prod- \ = 
uct of wool production. Some of our ry 
beef and most of our veal might simi- 
larly be regarded asa by-product of milk 
production. It is obvious that the cri- 
teria of efficiency which we have been 
using are not applicable to such by- 
products as cottonseed oilor mutton. 
In ConcLUsION 

It is evident, then, that in terms of 
labor and land the production of prima- 
ry foodstuffs, with perhaps the excep- 
tion of the production of beef and mut- 
ton upon the range and rough pastures 
or upon inedible by-products such as my 
bran and straw, is more efficient than = 


the production of secondary foodstuffs.? man 


* Cf. Armsby, H. P. “The Cost of Roast Pig.” 
Science, August 17, 1917, p. 161. i 
“‘Germany’s Food: Can it last? Germany’s 
Food and England’s Plan to Starve Her Out.” 
A study by German experts edited by Prof. is 
Paul Eltzbacher of Berlin. English edition — “ea 
edited by S. Russell Wells. London, 1915. 7 
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consisted entirely of primary foodstuffs, 
that is to say, a wholly vegetable diet, 
would be one that could be produced 
with the minimum of labor and the min- 
imum of land. If it consisted exclu- 
sively of the primary foods that can 
be produced most efficiently, for ex- 
ample wheat and rye, it would in re- 
gard to labor and land achieve the acme 
of efficiency. Of course such a diet is 
impossible. No one could live upon it 
for any long period. Indeed, the ce- 
reals are far from perfect and complete 
foods. A diet consisting of such ce- 
reals as rye and wheat, supplemented 


It follows that a national dietary which 


by fresh fruits and green vegetables, 
would be a diet superior to one of bread 
grains alone, but it, too, would be quite 
inadequate. 


Apparently, for physiological reasons 
which it is not necessary to discuss in a 
paper of this kind, an adequate diet 
must contain a certain amount of ani- 
mal products. A nation, then, might 
exist upon a diet on which it derived 
the greatest part of its energy from such 
bread grains as wheat and rye and a 
considerable part of its maintenance re- 
_ quirements from such animal foodstuffs 
as milk. In addition the diet would 
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green vegetables or fruits. It would 


also include the meat of veal and old } 


cows, the eggs and meat of self-support. 
ing foraging hens, the product of the 
sea and inland waters, the mutton 
which is a by-product of wool growing, 
and the meat of animals like cattle and 


goats produced upon the ranges and 
other rough land. Obviously, such a 
diet can be produced with the minimum | 
of labor andland. There is nothing on | 
record to indicate that it is not whole- | 
some. Its general adoption would re. | 
lease much labor and much land. [f 


we assume that both would be applied | 


to the production of wealth, it is clear 
that the resulting national gain in 
wealth might be very great indeed. In 
any event the result might well be that 
the earth would support a far greater 
population than is commonly believed 
possible. 

However, as stated at the outset, the 
ideas presented herein take no cogni- 
zance of present psychological factors. 
Perhaps they represent what will prove 
to be a long-time trend. Certain it is | 
that at the present time no such people 
as that of the United States could, un- 
der conditions now 
brought to accept such a diet or even 
one closely approaching it. 
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By FranK F. WIEpDER, 
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ch a T is a well-known fact that the cloth- history of the men’s ready-to-wear 
num ing industry, which ranks twelfth clothing industry, and go back, say . 
gon | inthe United States and whose value fifty or sixty years, when the clothes- : 
vole. ) in dollars and cents is considerably buying public were divided into two 
1 re- above $900,000,000, is probably less classes—those who could afford to 
If understood in its very many phases have their clothes custom tailored and 
lied } than fifty other industries which may those who could not. The latter class 
lear | follow in order of precedence. This was served by a product that claimed 
. in isprimarily due to a lack of the modern _ no distinction, individuality or quality 
In | publicity and propaganda methods _ in either the fabric or the tailoring, and ; 
that employed to bring any particular bore no relation to the present high 3 
ater industry before the minds of our citi- standards of modern ready-to-wear * 
ved zens. clothing. In fact, the present in- ; 
may also be due tothe fact that an dustry could trace its ancestry to the 

the article which is so commonly accepted finer grade of custom tailoring rather 
gni- as a part and parcel of our everyday than the cheap “hand-me-downs” of 7 
ors. life is apt to lose the glamour and the _ that period. i 
ove | romance which, in the telling of it, ye ; 4 
tis | appeals to the greatest number of read- Men’s CLOTHING IN THE MAKING ~ 
ple | ers. For instance, everyone is familiar Let us sketch, therefore, the develop- oe 
un- with blast furnaces, the coke ovens, ment in the present modern clothing ¢ 
be / the tremendous machinery and the factory of a product whose standards 7 
ven various angles to our wonderful steel are considered so high by those who 


business or with the alluring details 
of the making of pleasure automobiles; 
whereas there is not one man in a 
thousand who can tell you anything 
regarding the manufacture and dis- 
tribution of the suit of clothes he is 
wearing daily. 

There is no disputing the fact that 
the sources of wealth are a continuous 
chain, and that the element of respect 
inspired by well-dressed men contrib- 
utes greatly towards increasing the 
wealth of the entire country to a very 
large extent; therefore, much can be 
accomplished by educating or at least 
enlightening the public concerning the 
details of this industry. 

Briefly, let us consider the past 


A. B. Kirschbaum Company, Philadelphia 
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know and which, however, are not 
appreciated by the great majority. 

To begin with, the foundation of all 
good clothing is the fabric, which in all 
cases is required to be all wool, carefully 
tested for tensile strength, for fast 
color, for its wearing qualifications 
and other standards which must be 
met strictly before the cloth can be 
passed through for the further process- 
es. The same cloth is then subjected 
to a stringent shrinking, either by 
London Cold Water, or by steam to 
overcome the natural abuse due to 
shrinking after the fabrics have been 
made into suits and overcoats 

The next step in this well-organized 
chain is the perfection of cutting and 


‘ould | 
port- 
the 
itton 
and 


= 


trimming methods It would be wise 
to record that the cutting of a modern 
well-made clothing output bears no 
relation whatsoever to the careless 
plan of chopping out in vast quantities 
a number of garments, as practised 
years ago. A large part of men’s 
clothing is cut by hand with the 
scissors and it is only in the cheaper 
fabrics, such as summer goods or in the 
very heavy staple overcoatings that 
use is made of the electric cutting 
machine. Even this latter is a great 
improvement over the old-fashioned 
saw of former days, and the result is 
that the cut material passes on to the 
shops with the details much more 
carefully worked out and permitting 
of a finer finish by the tailoring de- 
partments. 

Too much cannot be said regarding 
the present-day clothing shop, whether 
it be in the manufacturing of coats, 
pants, vests or any other part of the 
product. A shop is organized very 
similar to an army unit, with its head 
foreman or quality man, assisted by 
a sub-foreman. Each particular oper- 
ation is performed by a specialist whose 
daily work is confined to this one thing, 
and who, because of this, perfects him- 
self in his work. How different from 
the custom tailor who has to make the 
entire garment himself, bringing forth 
that old adage, “Jack of all trades is 
master of none.” The work in these 
shops is subjected to the most minute 
scrutiny, and the product carefully 
examined before it appears in the stock 
shelves of any company. 

The question, naturally, is asked 
how these things are possible, when the 
moderate price of the average ready- 
made garment is compared with that 
of a custom-tailored one, and you will 
not fail to overlook that, not with- 
standing the fact that the ready-made 
clothing consumer receives the benefit 
of a product designed by a master 
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executive, who was far better traing 
than the various custom tailors who 
vision could never be so broad, nevep. 
theless, he also benefits by the apparen 
economy of enormous purchases ¢ 
woolens and trimmings together with 
mass production along modern and 
efficient lines. 

Just recall the recent happening 
wherein that noted sportsman, the 
Prince of Wales, makes popular , 
certain type of suit and practically, 
in three months, this garment is within 
the reach of the entire clothes-buying 
public of this country. 

How is this made possible? Her 
is where a perfected distribution plays 
its part. Any number of our leading 
manufacturers prepare a line of models 
carefully designed and manufactured | 
under the supervision of a master 
designer. Hundreds of wide-awake, | 
energetic representatives leave for) 
every state and city in this country 
about the same time twice a year, 
to bring home to the doors of the buy- 
ing public the latest creations in style 
of garments and fabrics. 

Through this method, hundreds and 
thousands of suits from one fabric 
and over one model are brought to- 
gether and collated in the various 
fabrics. They are manufactured in 
large quantities, but there is no fear 
of uniformity or sameness, because 
these garments are distributed through- 
out the country. Probably the wearer 
of one garment will never see the identi- 
cal suit or overcoat in his own com- 
munity, so he has all the advantages 
of individuality of design and fabric, 
yet, withal, at a moderate price. 


CLOTHES AND BUSINESS SUCCESS 


A rather serious development has 
affected the prosperity of the men’s 
clothing industry in the past few years, 
due primarily to the ever-increasing 
purchase of automobiles, as well as 
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the terrific amount of expenditure for 
amusements of all kinds. We know 
from reliable source of information 
that, whereas the female end of the 
American family has increased her 
expenditures for dress, due to style 
changes, etc., the male member has 
been forced to curtail his expenditures, 
inasmuch as it is impossible to stretch 
his earnings to cover the increasing 
cost of living. 

Prominent European authorities 
have commented on the fact that the 
American woman is allowed much 
more leeway in her personal expenses 
in comparison to her European sis- 
ter. 

The men of this country probably 
have not realized the unusual cost of 
buying and operating a pleasure vehi- 
cle, involving various installment 


¢ REATIVE Ww EALTH Factors IN CLOTHES CONSUMPTION 


_ charges, garage expense, repairs, in- 
| surance, etc., and, what is more to the 


point, have failed to take into consid- 
eration that by carelessness in their 
own dress they have placed an obstacle 
in the path of their development as 
business men. ‘There is a well-known 
success begets success.”” We 
all are prone to want to do business 
with a successful man, or one who has 
the appearance of one, and a recent 
movement for pride in appearance has 
checked to a considerable extent ten- 
dencies which bid fair to cause a great 
deal of trouble. 

We believe that the present and 
future generation of men will realize 
to an ever-increasing extent that a 
more just percentage of his earning 
power should be applied to perfecting 
his own personal appearance and 
that by such methods the wealth of 
the community will be considerably 
increased. 

The selling organizations of the vari- 
ous clothing manufacturers have had 
this instilled into them and are going 
out into their territories carrying a 
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message of pride in appearance which 
is bound to reap its own rewards, and 
we can surely look forward to the day 
when the clothing industry will again 
show the substantial development it 
did in the early part of the twentieth 
century. 


INTRODUCING ADVERTISING 


In one respect, the clothing industry 
is typically American in its growth, 
and that is due to the fact that it has 
availed itself of that medium which 
American business men have perfected 
to a greater extent than any other 
nation, that is, the proper use of the 
printed word or advertising. 

The part which advertising has 
played in the rise and growth of the 
clothing industry during the past fifty 
years is known only to the initiated 
within the industry. The layman has 
been influenced by it—it has molded 
his opinion and respect for ready-to- 
wear apparel—and through its power 
this modern business weapon has put 
the clothing industry in its position 
of leadership in American interior com- 
merce. 

The first objective of advertising 
in the early days of wholesale clothes 
making was to divorce from the aver- 
age man’s mind the idea that the ready- 
to-wear garment was inferior to the 
custom tailors’ product. It was a 
slow process, and it required years of 
steady hammering to inculcate the 
thought in an appreciable number of 
minds. Gradually, the repetition of 
advertising messages, expounding the 
utility and practicability of ready-to- 
wear clothes, took root. That it was 
a slow-moving endeavor is known only 
too well, and many of us remember 
the sneers and derision which were 
engendered by the male who dared 
come forth with a “hand-me-down” 
to mingle with his custom-made as- 
sociates. Today this attitude has been 
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practically eliminated. One seldom 
hears uncomplimentary comments on 
ready-to-wear suits and overcoats, 
unless it is in connection with the in- 
ferior kind. It can be said that the 
nation has now reached the stage where 
90 per cent or more of its male populace 
has accepted the ready-to-wear gar- 
ment as the most practical, most con- 
venient, and most comfortable form of 
dress. 

Without advertising the clothing 
industry could never have made the 
enormous strides that it has, and when 
it was once established that the average 
man was susceptible to conversion 
from the custom-made product to the 
ready-made article, the country saw 
a rapid increase in clothes-making 
plants, with a consequent increase in 
output in such centers as New York, 
Philadelphia, Rochester, and Chicago. 
Large-scale production was the next 
step, and with a keener competition 
for outlets, practically every maker of 
clothing resorted to advertising to 
establish a demand for the ready-made 
garment and to quicken sales. 

In the beginning this advertising 
was done in a haphazard, piece-meal 
manner, with no semblance of system 
or ideals—with no policy or standard 
either in writing, art-work or modern 
business strategy. Yet in one measure 
it accomplished its aims. It begot 
more advertising— it exerted a greater 
and greater influence on the public 
mind, with the result that there was 
a marked ascendency in the number of 
converts to the cause of ready-to-wear 
clothing. Finally, there developed a 
competition among the advertisers— 
to outdo each other, not only in the 
quantity of the advertising output, but 
in the quality of the written messages. 
Sharp-minded writers were employed 
to write alluring, convincing epistles, 
with embellishments of superb art- 
work by notable artists. 
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EXPANSION AND ITs Resu.ts 


At this period (about the year 1890) 
a large manufacturer introduced cloth- 
ing advertising on the national scale, 
employing large space in magazines 
and newspapers of wide circulation to 
spread the message of his product to 
the far and near corners of the country. 
The brilliancy and attractiveness of 
his continued messages could not es- 
cape the American public, and his 
name soon became a household word, 
creating at the same time an enviable 
demand for his product. Through the 
very power of a continued and intensive 
advertising campaign he established 
a supremacy in the clothing industry 
which has been maintained to this 
day. 

Other clothing manufacturers fol- 
lowed suit and joined the ranks of 
national advertisers—some to fall by 
the wayside because of poorly conceived 
or indifferent efforts—others to suc- 
ceed through brilliantly planned and 
intensive campaigns. 

The records of the past thirty years 
show that those manufacturers who 
continued their advertising unfalter- 
ingly and regularly throughout the 
years have made far greater progress 
than their contemporaries who looked 
askance or indifferently on the business- 
getting force which springs from judi- 
cious advertising. 

Such a record is in itself a brief for 
the efficacy of advertising, not only in 
the clothing industry, but in other 
industries as well. It is conceded by 
astute business minds that the great 
successes achieved by Wrigley, East- 
man’s Kodaks, Campbell’s Soups, 
Heinz’ 57, and several leading clothes 
makers, could not have been possible 
without the able force embodied in 
well-directed advertis’ng. 

Today, advertising is the right hand 
of salesmanship. They work hand in 
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hand in every business undertaking, 
the small and the large alike. 

In the clothing field advertising has 
heen drawn down to more scientific 
lines. Instead of bulk advertising of 
the past, we see more and more intelli- 
gent effort—a sharper distinction in its 
objectives—less bombast, and a fine 
restraint and dignity in its application. 
| The clothing manufacturer no longer 
| enfines himself to screaming broad- 

sides directed at the masses, but divides 

his appeals to reach special classes, and 
instead of devoting all of his advertis- 

ing appropriation to consumer an- 
| npouncements, now uses large funds to 
instill in the retailers’ mind a proper 
appreciation for the benefits which will 
«crue from the regular use of proper 
local advertising. Thus, advertising in 
its modern application has become an 
educational force in the same measure 
' that it is a business-building force. 
The progressive clothing manufacturer 
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not only employs the many approved 
avenues of advertising to promote and 
create a consumer-demand for his prod- 
uct, but in these same channels he in- 
structs the retail merchant in the most 
resultful methods of advertising work 
—to the end that the merchant can 
most readily gain the good-will of his 
community—foster a growing interest 
in his store and the manufacturer’s 
product—and in this way stimulate an 
ever-growing circle of trade. 

The chain is now complete, and the 
product of an efficiently organized in- 
dustry is making itself felt in the eco- 
nomic life of this country. American 
business men, stylishly dressed, are bet- 
ter prepared than ever before to contrib- 
ute their very large share to the prosper- 
ity of this ever-growing country, and 
with a deeper understanding of its prob- 
lems by the public, this industry bids 
fair to improve its position and arise to 
the very top in American business. 
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Wealth-Contrib 


ROTECTION from the elements 
constitutes one of the most funda- 
mental necessities in the life of man. 
Passing from the period of bare neces- 
sity to the modern electrically equipped 
home represents man’s capacity to co- 
operate with the laws of nature in 
establishing what to the wealthy of the 
i 4 Middle Ages would be called an ideal 
home. Along with home development 
has gone the increased wealth of our 
country. 
It is only when a man actually starts 
to build a house that he fully appreci- 
ates the composite interdependence of 
modern industry. The materials raw 
and already manufactured consisting of 
lumber, nails, hardware, glass, stones, 
cement, tools, and roofing are neither 
ahouse nora home. The transitional 
_ stages are from raw and manufactured 
products into a constructed house and 
its final conversion into a _ home. 
_Multitudes of workmen and varied 
industries throughout the country are 
reeiprocally dependent for a livelihood 
upon this most elementally construc- 
tive instinct of man. 

It is quite significant that the word 
home is used in preference to house. 
The word home implies not alone 
shelter but a place wherein the parental 
_ and sacred obligations of individuals to 
each other are given an environmental 
setting. It is a place which affords a 
setting for the different instincts which 
man is capable of expressing. The 
- social instinct, the deeper instinct of 
constructive workmanship combined 
with the deeper emc|ions pertaining to 
beauty, pride, and self-realization are 
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among the forces at work ultimately to 
establish a home. So vital is this 
thought of the far-reaching conse. 
quences of home life on the develop- 
ment of the individual that any city is 
exceedingly proud when it can be 
characterized as a city of homes. 


Make-up or Home 


There are four wealth-creative fac- 
tors in the modern construction of a 
home in accord with the deeper im- 
pulses of our nature to possess an 
environmental setting which permits 
the occupants to live healthfully and 
happily. First, the selection of the 
right setting or location. 

A house of itself may meet all the 
demands of utility but, unless it is 
located in surroundings capable of 
expressing beauty or capable of per- 
mitting the workmanship instinct of 
man to give vent to itself, there is 
ultimate loss of self-respect. The sur- 
roundings of the house have a decided 
influence upon its inhabitants. 


uting Factors in the Building of 
Modern Homes 


Second, the house itself should be | 


constructed in accord with the laws of 
proportion, balance, and symmetry. 
Space should be so utilized as to afford 
convenience, privacy, freedom of move- 
ment, and the placement of furniture 
under conditions which might aptly 
be characterized in the phrase—“ aptly 
livable.” 

Third, a house should contain utili- 
ties in keeping with labor-saving 
devices. This does not necessarily 
mean reducing the size of a home. 
Rather should the ideal always be to 


reserve space for freedom of movement. 


4 By Brenton G. WALLACE 
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Modern ideas as frigidaire, dishwash- 
ers, books, radio sets, pictures, lighting, 
automobiles, and heating systems, 
should be thought of and discussed in 
terms of not only the immediate fam- 
ily but the possible future growth of 
the family. A modern home then 
rightly becomes an incentive worthy of 
self-denial as well as willingness to 
/ assume responsibilities. In this con- 
sists legitimate new wealth. 

Moreover, we are coming to see that 
values of real estate tend to be stabi- 
lized accordingly as the above-named 
conditions enter into the selection and 

_ construction of a modern home. 
Fourth, a property should be pur- 
chased under conditions which permit 
financing in keeping with the legitimate 
hopes and aspirations of the purchaser 
over a long period of time. A happy 
and contented man surrounded by a 
' family established in a home worthy 
the name is likely to be a better worker, 
a believer in thrift, and a better citizen. 
A home appeals because it has been 
constructed in the right location with 
esthetic values. Such a home gives 
dignity to life and establishes noble 
incentives in rearing a family. 
Certainly the four factors named are 
wealth-creative in their impulses. 
Advertising and salesmanship become 
worthy of their place in our present 
scheme of things as they demonstrate 
their persuasive force in the establish- 
ment of concepts pertaining to the art 
of living, which is inseparable from our 
dawning consciousness of all that is 
implied in the phrase—a modern home. 


Lack or Beauty ELEMENT 


_ The American people have, however, 
| yet to become educated to better and 
more artistic houses. In this education 
consists the possibility of normal in- 
creased wealth. Other countries real- 
wed the value of this fact years ago, 
for all through England one sees whole 
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communities of lovely little houses, 


laid out artistically and planted 


beautifully with hedges, evergreens, 
and wonderful old trees. 
the planting was very young when | 
first put in, but that was considered as 

necessary as other phases of the build- — 
ing. Other countries also have realized | 


the value of a master mind in building, | 


and have included the architect when 
the first thought of building was con- 


sidered. A well-designed and beautiful _ 


house grows in beauty as it ages, while 
a so-called “carpenter’s house” be- 
comes more unsightly all the time. It 
pays to employ an architect, as every 
inch of space is utilized, whereas in a 
self-planned house space may be lost 


Of course, A 


in not knowing how to arrange the 


rooms to the best advantage.’ Also in 
the proper use of materials to get the 
best effect, does an architect prove 
most valuable. 
In first planning a house, one should 
consider carefully his lot and location. 
It should be on high ground, preferably 
with shade trees. It should be near 
good transportation lines to make it 
The 


cated near stores, churches, etc. 


price may be a little higher than more © 


remote ground, but it is a good invest- 
ment, for the value will increase as the 
surrounding ground is built up. Every 
house should have its own plot of — 


ground rather than being in a row, for | 
the additional ground affords not only © 


more light and air, but also gives the 
family more freedom and privacy, 
additional ground for gardening, as — 
well as giving the children a space for 
playgrounds. 


Don’t Rent—Bvuitp AND Own 


So few people know the method of 
financing that is used today; if they — 


did, fewer would rent, because rent _ 
money is nothing gained and all lost. _ 
A family takes no interest ina rented __ 


it 


- 


72 


house and little in a community, for 
they do not feel so permanently lo- 
cated. The procedure of building a 
house is this: 

The family discuss the type and size 
they want. Then they convey their 
ideas to an architect, who tells them 
; approximately what the cost will be. 
_ This is usually very accurate, for it is 

figured on the cubage basis, which is 
the actual experience of the cost of 
building other houses. Then after the 
decision is made to go ahead, a con- 
tract is made up by the architect giving 
the specifications of the house, cost, 
-_ ete., and this is signed by the owner. 
a This contract includes everything, so 
that when the house is finished 
there are not a lot of unlooked-for 
extras so many people expect. When 
the plans are drawn and the house 
is started, a small payment is made— 
usually about ten per cent of the 
value. Then the bank takes a first 
mortgage of about one-half the valua- 
tion of the house; a second mort- 
gage is placed in the building and loan 
association of about one-half the first 
mortgage, which makes a very reason- 
able carrying charge, which is a great 
deal less than paying rent. The 
second mortgage is a reducing one, 
so that in a certain number of 
_ years it pays itself off. This is an 
_ excellent way of saving, as one is 
forced to keep it up in small amounts. 

In the modern houses so many 
_ practical appliances are installed for 
saving labor that the housekeepers 
and mothers of today have more free- 
dom than formerly. The automatic 
heat that is installed by means of hot 
water heated by gas or oil is a marvel- 
- ous convenience, as well as a health 
_ producer, for an even temperature 
makes colds, etc., avoidable. The 
automatic gas method of heating water 
is also a wonderful convenience. 
Everyone knows the advantages of 
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electricity in modern homes for use jn 
lighting, cooking, washing, and cleaning, 

In building a home all things are 
more attainable than in a rented or 
old-fashioned house, for in building 
one can express one’s individuality 
according to his personal wants. 

The aspect on society in owning 
their home is to make them mor 
independent, more self-respecting, and 
more ambitious, for as a family in- 
creases its standards, its friends change 
and they become more educated, and 
this creates a desire for better things, 
When a community is made up of 
attractively laid-out and artistically 
designed houses each individually 
owned, tremendous value is added not 
only on account of the houses them- 
selves, but because the community is 
bound to grow for the very reason that 
it is beautiful and therefore popular. 


Consequently, every store, industry, ) 


and trade that is normally supported 
by a residential neighborhood contin- 
ues to thrive and prosper. 


Proper Civic ATriruDE 


The problem of modern homes is not 
merely individual in its solution: it is 
also a question of municipal guidance 
in determining the fitness, style, and 
quality of a house to be built. One of 
the evils in many houses constructed 
without counsel or advice is the ram- 
pant disregard for any other idea than 
that of a cheap house. This is the day 


where expert advice means not add 


tional expense, but saving in relation 
to the future. 

A well-known suburban town at one 
time took a pride in compelling houses 
to live up to certain stipulated building 
conditions. There is 
property on the outskirts of this town, 
but no distance is longer than a six: 


or eight-minute walk to the station. | 


The town council is more solicitous 
regarding present street expenditures 
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e in | than it is promotive with respect to 
jing, | future home developments. It has 
are withstood pressure to put in water and 
lor | sewerage. As a result, what might 
ding otherwise have developed into a beauti- 
lity ful residential district with charm and 

distinction is now a mixture of small 
ring and undignified houses of cheap con- 
nore | struction. As a consequence many 
and | fine old properties fringing on this new 


in. | development are decreasing in value. 
Had every small town or city an 


and engineer and architect, a banker and 
ngs, the mayor as members of a committee 
of | to think in terms of the maximum 
ally | beautiful home or even the minimum 
ally | beautiful home, such a condition as 
not | above indicated could not occur. 
em- | Garages would not be built in places 
y is | destructive of well-ordered communi- 
hat | ties, nor would stores be placed in any 
lar. | other quarter than an analysis of the 
ry, ) particular community showed. 

It is business efficiency for any town 


or city to think of a budget and greater 
eficiency. But it is not wisdom to 
neglect the advice of experts in their 
efforts to establish future values which 
pertain not only to the individual but 
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also to the more general good. It is at 
this point that the modern banker has 
his contribution to make. It is his 
ability to co-operate with those in- 
terests which establish values over a 
long period of time that should con- 
stitute his responsibility to any com- 
munity. The past, the present, and 
the future should in most instances be 
a blending so as not to destroy unity 
of growth in relation to properly 
established values in any community. 

From an individual point of view 
that community is wealth-creative 
whose standard of home living means 
willingness of the individual to think 
in terms of greater responsibility be- 
cause his home is a pleasure and 
delight. 

Advertising will undoubtedly do 
much in the future to sell not particular 
materials for construction so much as — 
to force the individual to consult — 
experts for advice. Salesmanship will | 
consist in visualizing the home to the — 
prospect in terms of an emotional © 
appeal pertaining to a high standard of | 
living rather than mere price com- 
petitive methods. 


di- | & 
ole 


i AVE we really grasped the full 
eM significance of the present and 

é potential social changes inherent in our 

a) new wealth and consumption stand- 

ards? 

_ Most of us are repelled by statistics, 
but they are as necessary as yardsticks 
or measuring spoons, and we will never 
know the extent of our country’s 
metamorphosis in the past ten years 
until we try to digest at least the 
salient facts. The America of 1913 has 
been altered astonishingly, and the 
changes which have come over us were 
more swiftly achieved than any of 
equal importance at any time in our 
history. 

We will linger for a few minutes upon 
the great basic figures which are the 
foundation stones of the new structure, 
and see how far they have been moved 
out of place by the economic upheaval 

of the past decade. First, however, 

- 7 let us set even these figures in a century- 
old perspective. Take the totals of our 
_ wealth: How much new wealth did the 

- United States develop in the century 
from 1800 to 1900? The reply is 88 
billion dollars. If we shall now ask, 
how much new wealth did we create 
between 1910 to 1920, we shall fall 

- upon the astounding truth that we 

added 135 billions—over half as much 

again in ten years as in an entire cen- 
tury of our history! We sold more 
goods to the world (39 billions con- 

-_ trasted with 35) in this decade than in 
the entire 19th century; and we mined 
a billion tons more coal, smelted twice 
as much copper, made 314 times as 
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much steel, and spent 1!% billion dol. 
lars more upon our schools. We | 
match a decade against a century, and 
the decade wins! 

According to Dr. W. I. King,' our 
national income in 1850 was about 2Y 
billions, from which small sum it rose 
by 1900 to 18 billions, and by 1910 to 
30 billions, and by 1923 had reached 
66 billions. What stupendous con- 
trasts! Just before prohibition went 
into effect, we were spending almost as 
much for intoxicating drink as the 
entire nation earned in 1850! And 
today we are spending for meat alone 
almost as much as the entire nation 


earned in 1850! More remarkable still, 
we spent over 5 billions for automobiles 
and supplies in 1923, which is more than 
twice the total income of the nation in 
1850! True, our population was 2% 
millions then as against 105 millions in 
1920, but this merely quarters our 
contrasts, leaving them still striking 
enough. 

For the sake of greater sense of 
familiarity in dealing with figures, let 
us assume that the entire nation is a 
family, and view its income and outgo } 
from the angle of family spending. 


Wuere Most or Our Money Goes 


Our income for 1924, it is generally 
agreed, will be approximately 66 bil- 
lions. We have had no “raise” since 
1919, for this income is the same figure 
as for 1919 (which we considered a high 
peak)! Figured out on a daily basis it 
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means that our national “daily wage,” 
if we may so call it, is 180 million dol- 
lars per day. In 1910 the nation’s 
daily income was less than half this 
sum—only about 85 millions; so you 
see that the national family finances 
have doubled in 14 years. 

Now, as we are not particularly 
interested in that part of our national 
family’s business which is purely 
industrial, we may inquire more closely 
about our retail expenditures. They 
represent true family outlay, and give 
the same vivid picture of the condi- 
tion of the national family budget, as 
does the amount of the grocer’s and 
butcher’s bill in an individual family. 
According to Dr. Paul H. Nystrom, an 
authority on retail matters,’ the retail 
volume of trade in the United States 
amounts at present to approximately 
35 billion dollars annually—somewhat 
more than half our total income. Now 
how much does our big national family 
spend in the various kinds of retail 


stores? Dr. Nystrom figures it as 
follows: 
In food stores... ... 15.5 billion dollars 
In clothing stores... 7.7 
In tobacco shops... 1.7 
In auto stores... ... 3.5 . 
In candy and soft 

drink stores. ..... 1.5 


In furniture and home 
furnishings stores . 
In jewelry and music 


1 
0 


8.0 


Meat, poultry and fish.................. 
Dairy products, milk, cheese, eggs, etc... . . 


?Dr. Paul H. Nystrom, head of Retail Re- 
search Assn.; figures from address before New 
York Saies Manager's Club, May 9, 1924. 
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What an opportunity to peek into 
the private family affairs of Mr. and 
Mrs. Uncle Sam! We see how Uncle 
Sam and his lusty brood “‘eat him out 
of house and home”’; he spends 27 per 
cent of his entire income on food! In 
fact, he and his family eat about as 
much in a year as they spend on cloth- 
ing, automobiles, tobacco, candy, soft 
drinks, and home furnishings com- 
bined! Food is 44 per cent of Uncle 
Sam’s total expenditure at-retail stores. 

There are no comparative figures 
available which will permit us to make 
authentic comparisons with past years, 
but it is certain that the change has | 
been extensive, because the number of 
food purveyors and their volume of | 
business has so greatly increased. 


1909 the total dollar value of food — 
produced, according to the census, was 
approximately 4 billion dollars; by 1919 
it had reached nearly 124% billions | 
(much being exported), and in 1921 it 
wasalmost 8 billions; about twice what it — 
was a decade before. This represents, 
of course, only manufactured foods. It 
is difficult to break up accurately our 
national family food bill into parts; but 
if a survey made by Dartnell * is reli- 
able, we have a division as shown below. 
The outstanding fact is the very 
much larger place in the family budget 
which is occupied today by food. Ten 
years ago, in lectures on family budgets, 
I and many other home economics 
authorities considered that 20 per cent 
of the family income for food was as» 
much as good nourishment and good 


33% of average family food bill 


3 Market survey made by Dartnell Corpora- 
tion; published in Salesmanagement Magazine, — 
October, 1920. 
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calories per capita. 


economics demanded. It would ap- 
pear from our figures that, whatever 
may be a sound or frugal ideal, the 
American family spends 27 per cent of 
total income on food; and since this 
figure is arrived at by taking national 
income as a whole, I am inclined to 
believe that the actual percentage of 
the average family spent for food is 
about 35 per cent to 40 per cent. 

How does America’s high ratio of 
food consumption compare with other 
countries? According to Dr. Alonzo 
E. Taylor, an international food ex- 
pert, America and traditionally well- 
fed Germany were on a par in pre-war 
times. Each nation consumed ap- 
proximately 3,650 calories per capita 
per day, whereas the United Kingdom 
consumed 2,860 and Italy 2,560. The 
per capita for the United States, in my 
opinion, is today about 3,800 or 3,900, 
although it is true, as Dr. Taylor says, 
that increased income tends toward 
more varied diet rather than increase in 
But still there is an 
increase, since a generous table always 
superinduces a measure of overeating. 
We see the reflex of this in the wide- 
spread concern of the more fastidious 
American men and women with over- 
weight. Dr. Taylor himself estimated 
that 10 per cent of our population 
consumed more than 4,000 calories, 
without the hard work which justifies 
such an intake. I believe this estimate 
low. The working classes are notably 
heavy eaters. On the New York East 
Side, four meals a day are the rule: 
while among factory and farm popula- 
tions, generally, the intake of food of 
high calorific value is very heavy. The 
food ratio of expenditure is often 40 
per cent to 45 per cent of the total 
income among working classes, even 
with the high wages received. The 


‘ Article by Alonzo Ethelbert Taylor on “Con- 
sumption, Merchandising, and Advertising of 
Foods,” Harvard Business Review, April, 1924. 
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steak-eaters and the ston) of vege. 
tables, salads, and cheaper cuts of meat 


are principally well-paid mechanics, 
in my observation. 


LuRING THE DOLLAR FROM THE 
KITCHEN 
Consideration must also be given to 
the rapidly increasing amount of food 


eaten outside the home, in restaurants, 
at soda fountains, etc. There are 
today about 125,000 hotels and eating 
places—an increase of at least 40 per 
cent in 10 or 15 years. The habit of 
eating a fourth meal, a supper, grows 
with increased prosperity. So serious, 
indeed, did the new family habit of 
eating out at cafeterias and restaurants 
become, in a large western city, that 
the local gas company asked me a few 
years ago to develop a lively home 
cooking campaign to induce women to 
go back to their kitchens to prepare 
food! 

The soda fountain has emerged as an 
eating place, and soft drinks take rank 
with candy in the revised eating habits 
of the American family. The rapid 
advance in consumption of sugar is an 
American romance. Back in the days 
before the Civil War, the consumption 
of sugar per person was scarcely a few 
dozen pounds per year; today it is close 
to 100 pounds per person; rising from 
79 pounds in 1910. 

The 85,000 confectionery stores of 
the country sell 18 pounds of candy 
per person to the people of the United 
States—a rise of 300 per cent in a few 
decades. Candy and soft sweet drinks 
comprise about 6 per cent of our food 
bill. 

Strangely enough, coffee and tea are 
a lesser part of our family food budget 
than formerly. 

If we include candy and sweet drinks 
into the family food bill, we have 4 
total of 17 billion dollars, or almost 


exactly one half of the country’s total 
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retail expenditure, or approximately ice. We spend 10 cents on regalia, 


$3144 per cent of the total family 
budget. Our expenditures for what we 
put into our mouths, including tobacco, 
are today more than our expenditures 
for all else that we buy in retail stores. 


Our ConTRADICTORY AMERICAN 


I have always been fascinated with 
the relativities of consumption in the 
American family. The statistics make 
such startling and educative contrasts! 
Per capita statistics open into view 
humanity’s throbbing idiosyncrasies 
when they point out such antipodal 
contrasts as that we spend $2.58 on 
diamonds per person and $1.10 on 
books; $4.15 worth of near beer and 
only 22 cents for dentifrices. Only one 
in ten people in the United States brush 
their teeth, but we consume enough 
tobacco per year to pay off the interest 
on the entire public debt! 

We spend only 6 cents per capita 
annually for ink (the guesses of editors 
to the contrary!) and $1.30 for pickles. 
We spend 52 cents for professional and 


scientific instruments and $11.00 for . 


advertising. We spend 67 cents for 
condiments and only 57 cents for 
typewriters; $27.00 for joy riding, 


pleasure resorts and races, and only 
$1.29 for religious work. We spend 51 
cents for firearms and shells and 18 
cents for fountain pens and steel pens. 
We spend $28.00 for luxurious services 
and $2.20 for pianos, organs, and 
phonographs. We spend $5.00 for 
jewelry; 5 cents for artists’ materials 
and 15 cents for artists’ finished work of 
various kinds. We spend $3.00 for ice 
cream and 8 cents for professors’ 
salaries; we spend $45.00 for luxurious 
foods and $10.00 on public schools. 
We spend $9.00 for perfumery and 
cosmetics and 30 cents on mirrors. 

We spend $3.75 on toilet soaps and 
90 cents on eggs. We spend 65 cents 
on coffins and 11 cents on health serv- 
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badges, and emblems, and 2 cents for 
engravers’ materials. We spend $2.10 
on patent medicines and 32 cents for 
watches, 45 cents for toys and $3.20 for 
cakes and confections. We spend 
$8.15 for theater admissions and club 
dues and $1.85 for shirts. We spend 1 
cent on theatrical scenery and 25 cents 
on sporting goods. We spend $21.00 
on automobiles and parts, and $55.00 
on men’s clothing. We spend $11.00 
for candy and $41.00 for meats. We 
spend, finally, $30.73 for government 
expenses.° 

It will be pleasing to the vegetarians 
to note that we are eating less meat per 
capita. In 1900 we were eating 79.2 
pounds of beef; in 1921 we had reached 
a low water mark of 57.8 pounds, only 
to indulge in our obsession for beef- 
steaks a little more freely as greater 
prosperity arrived in 1922—61.4 
pounds. Instead of the 10 pounds of 
veal we ate in 1900, we now eat 7.3 
pounds; instead of 84.6 pounds of pork 
and pork products, we now eat 76 
pounds. Of mutton and lamb we have 
dropped from 7.7 pounds in 1900 to 5 
pounds in 1922. Our total per capita 
meat consumption was 181.5 pounds in 
1900, and in 1922 only 149.7 pounds. 
We got it down in 1917 to 182 pounds. 
Farmers and packers are endeavoring 


to bring it back to 179 pounds. 


There are, in fact, many and power- 
ful commercial forces at work with the 
modern tools of publicity and selling 
to increase the per capita consumption 
of foods which have been neglected for 
other articles. The flour millers are 
trying, with an “eat more bread” 
propaganda, to raise per capita con- 


ARTIFICIAL STIMULATIONS TO 
CONSUMPTION 


5 Per capita statistics quoted here are compiled 
New 


by the Business Bourse, International, 
York. 
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ae sumption from 200 to 220 pounds per 
year. We eat only three-fourths of a 
loaf of bread per day per person today. 
Milkmen are trying to bring up per 
capita milk consumption to one quart 
per capita per day—it is scarcely two- 
thirds that now. The butter makers 


are correct, we spend only about $75.00 
per person per year on clothing. Ong 
family basis, this is about $350.00 per V 
family per year (using the census cha 
figure of 4.6 persons to a family), dise 
This is a lower percentage of the pres- wel 
ent-day family budget than clothing mo! 


want to bring up per capita butter has been wont to occupy in other days, but 
- consumption to Australia’s high level and isa significant social change. How leve 
of 10 pounds above our own. Cheese _ is it explained? yea 
-makers want to raise our cheese con- We are now arrived at a point in this ine 
sumption by 22 pounds per capita, to nation-wide saturation of the family car 
equal Switzerland’s. All of these budget with new wants, when some old litt 
efforts are indicative of the American wants are sacrificed, even if there is no alp 
_ family’s desertion of old and cheap question of the price involved. The Av 
forms of nutriment for more attractive National Association of Retail Clothiers wh 
and varied new foods. The tremen- asserts that the average man no longer fre 
dous impetus given to fruits, vegeta- cares much about clothing, but does fen 
bles, nuts, apples, raisins, and prunes about anautomobile. Iowa, according 
by grower’s co-operative marketing to this Association, leads in number of far 
associations is developing a dietary automobiles, but also in careless ap- cor 
change; while refrigeration cars and pearance! Ina New York State town, ger 
ships are bringing to America quanti- a clothing store made its annual sales abl 
‘ties of other foods, all of which are drive, selling only 17 of the usual 150 Bi 
- Quis standards of consumption. suits sold; whereas across the street in wi 
These artificial stimulations to con- the same interval 25 cars were sold! for 
sumption are not confined to food The shoe manufacturer’s plaint is the ing 
fields. Many articles once desired same. People don’t walk much any- gre 
have been neglected. Cotton goods more, thanks to the automobile, and tec 
have made way for cheap silks; the their shoeslast toolong! They are not tin 
young lady of whatever social station sofussy about their footwear,—at least, ind 
wearing cotton hosiery is today a women are not, from a quality point sta 
rarity! Enamelware for the kitchen of view, as they seem to prefer fancy Pp 
became overshadowed by aluminum, novelties made of cheaper materials. 
in turn, as tinware had been displaced Women certainly do not make more bu 
by enamelware, until enamelware of their own or their children’s clothes a 
makers bestirred themselves. Sus- than formerly; but they buy cheaply | 
penders were almost displaced by belts, ready-made garments cut to stand- es] 
carpets by rugs, lace by cretonnes, ardized patterns; simple dresses, with the 
washtubs by washing machines, yellow not much underneath! The frills, Th 
laundry soap by soap chips. Always furbelows, petticoats, and laces of rec 
the trend is toward something better, older days have disappeared; women url 
but also more expensive; always a lift dress far more simply and _ sensibly eal 
to the sum total of the family budget. today, and at lower cost in ratio to pa 
Comparisons between food, clothing, income, than before. They have on 
automobile, and other divisions of the turned more of their expenditures to m 
family budget are striking. The ratio toilet articles. In 1923-24 nearly tw 
of expenditure for clothing has been fifty new foreign perfume makers ki 
declining. If Dr. Nystrom’s figures opened offices in America. = 


= ~ = 


RapDIcaL SoctaL CHANGES 


We thus see at work the social 
changes due to new types of merchan- 
dise, new wealth. Time was when 
well-to-do farmers’ sons spent a lot of 
money on fancy watches, guns, clothes; 
but it is automobiles today. A certain 
level of workmen even in recent war 
years bought silk shirts—until his 
income and surplus reached the Ford 
car level! The farm woman once wore 
little else but gingham and black 
alpaca. She buys copies of Fifth 
Avenue models today, and her daughter, 
whose face was innocent of aught but 
freckles, now possesses the standard 
female laboratory of toilet articles. 

The 1924 family budget has in it a 
far greater variety than it ever before 
contained. The social workers of a 
generation ago made up budgets suit- 
able for wage earners, and they did not 
—nor could, indeed—provide for very 
wide variety or for very high percentage 
for recreation, education, clothes, sav- 
ings or for rent. Today there are 
great numbers of wage earners whose 
recreation percentage is far above the 
tiny 5 per cent allotted them years ago; 
indeed, above the 10 per cent which is 
standard general home-budgeting prin- 
ciples. 

Variety is gaining fast in the food 
budget, and meat is looming less large 
in it. 

There is a growing scarcity of meat, 
especially the choice cuts, which are all 
the average person seems to care for. 
There is also the dietary reason for 
reducing meat diet, for an increasingly 
urban, sedentary population should not 
eat so much meat. Meat has in the 
past been by far the largest food item 
onthe American menu. We have been 
in the habit of eating a good deal over 
two billion dollars’ worth of meat of all 
kinds (not including poultry and fish); 
and intelligent hopes are for no less than 
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a reduction by one half of the per 
capita consumption. Meat is now one 
quarter of our entire food bill. It isa 
fact astonishing to contemplate that 
we have spent more for meat than we 
have spent for clothing of all kinds. 
When it is realized that America is 
still the best dressed nation in the 
world, the true proportions of this 
stupendous fact will be noted. 

We spend about seven times as much 
for meat as we spend for bread; and 
about five times as much for our meat 
as we spend for our public schools; and 
over ten times as much for meat as we 
spend for our churches. A rearrange- 
ment of our family budget in the direc- 
tion of more vegetables and fruit and 
other forms of food is inevitable, and 
is, in fact, taking place. War-time 
discipline had led to the discovery of 
new foods, with much resulting benefit. 

There is another great change in 
consumption habit which must now 
come as a result of prohibition. We 
have been consuming over two billion 
dollars’ worth of intoxicating liquors. 
As a matter of fact, our meat bill and 
our bill for intoxicants were about 
alike, and together meat and alcoholics 
totaled considerably over one half of 
all that we put into our mouths—an 
arresting fact all by itself. Every time 
a year rolled by we had spent nearly five 
billion dollars at the butcher shop and at 
the saloon. For this same expenditure 
we could have built five times as many 
colleges and universities as we have 
now, and we could have paid the cost 
of running the Postoffice Department 
for twenty years with one year’s 
expenditure for these two things. . 


INCREASING CONSUMPTION oF NEW 


COMMODITIES 


It can readily be seen, therefore, that 
merely with regard to meat and drink 
our change in consumption habits is 
going to be quite radical. 
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a quarter billion dollars spent for 
alcoholic drinks cannot now be spent 
that way; how will they be spent? It 
is already evident that they are being 
spent for more food, more recreation, 
more savings, more insurance, more 
- education, more books, more automo- 
_biles, more candy. 
; The family menu will continue to 
show many changes in consumption 
habits. Many splendid foods which 
have never had a good chance are now 
: more widely appreciated. This has 
notably happened to macaroni and 
spaghetti, for which there is now a very 
greatly increased consumption. Such 
articles of food as the lentil, and the 
ane pea and bean family, which 
‘Serve as meat substitutes, are enjoying 
greatly increased patronage. We are 
also developing more into a fruit and 
nation. New fruits 
and new vegetables are constantly 
making new friends. 

Substitutes for animal fat are also 
having a greatly increased vogue 
already, and will continue to have a 

still greater popularity. Lard sub- 
stitutes and salad oils made out of 
cocoanut oil, cottonseed oil, and peanut 
_ oil, are already strongly in favor; and a 
spread for butter which really does not 
deserve to be deprecated by the words 
“butter substitute,” made from cocoa- 
~ nut oil, is going to be very widely and 
increasingly used, as it long has been 
- used and appreciated abroad. Our per 
capita consumption of margarine is only 
3 pounds, whereas in Denmark it is 44 
and in England 11 pounds. 

The American woman’s standards of 
purchase are also higher, and her 
relative sense of values sharper. She 
is more desirous of really good quality 
than ever before in merchandise where 
quality counts. It has often been said 


slightingly of this country that we 
bought a greater amount of worthless 
merchandise of poor lasting qualities 
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and of no esthetic — than almost 
any other civilized country. The war's 
experience in commodity purchases has 
taught us that quality pays because it 
lasts longer and has greater beauty and 
fitness. There will be fewer houses 
filled with cheap imitations of period 
furniture and other miscellaneous “ gim- 
cracks.” Even our wall papers will be 


less ambitious, ornate, and oppressive. 

We are not a markedly saving nation, 
although we now have about 28,000,000 
bank depositors.’ We are a markedly 
consuming nation; we may be said to be 
in an era of family money-spending, to 
develop absolutely new standards of 
living, in keeping with modern science 
and modern outlook on life. The 
bathtub is produced, and American 
family budgets soon include it as a 
necessity (and later develop the two- 
bathroom standard!) The automobile 
is invented, and today it too is absorbed 
in the family budget as an economic 
necessity. Ditto the phonograph, and 


ditto the telephone and the radio. 


NATIONAL Output INCREASING 


We have studied in some detail the 
new wealth and the new consumption 
standards of America. What of the 
production standards? Can it be said 
that weconsume more, but produce less? 
Is the American worker becoming more 
or less of a drone, his family more or 
less of a parasite? Are his increased 


food, recreation, comfort, education, 
and opportunities resulting in a lower- 
ing of volume of production? 

These are searching, vital questions. 
When we seek for their answer we 
discover that the increase total 
national income is less remarkable, 
even, than the increase in production 
since the new century began. Although 
the number of people working on the farm 
is today almost precisely the same as tt 


* Statement by U. S. Treasury Department, in 
leaflet How to Save Your Savings, 1924. 
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was in 1900, the output of food and 
agricultural products has increased 40 
per cent. This is a very great and 
significant advance, which alone has 
pushed up the standards of living of 
city and country alike. It has meant 
a greater per capita wealth for the 
farm folk, and less drudgery. It is the 
reason for the immensely increased 
standards of consumption on the farm; 
a phenomenon which has greatly 
altered the rural outlook and social 
status, despite the recent lamentations 
over the Northwest wheat farmers. I 
have talked at farmers’ institutes from 
New England west to Utah, and never 
have ceased marveling at the farmers’ 
automobiles, electric light plants, 
player pianos, hot and cold running 
water, roll-top desk and typewriter, 
and metropolitan clothes for the family. 
Indeed, the automobile, the telephone, 
and the radio have metropolitanized 
the farmer rather completely. His 
radio set is for him a stock ticker in his 
own home, and his automobile has 
given himself and his family a shopping 
range of 25 or 30 miles instead of about 
5 in horse and carriage days. This 
means less mail order buying; closer 
bargaining, wider choice, and many 
increased items in the family budget. 
It has even come to mean ice on the 
farm and fresh fruits and vegetables 
out of season. There is many a farm 
today which uses on its table butter 
churned hundreds of miles away, fruits 
from California, vegetables from south- 
ern climes. Yes, vegetables sold to 
farmers out of season! Why not? 

We have seen what an increase in 
productivity has done for the farmer. 
What of the worker in factory, mine 
and railroad? The number of factory 
workers slightly more than doubled 
between 1900 and 1920, but the output 
increased in ratio of 228 to 100, compar- 
ing 1920 to 1900. The factory worker, 
too, has increased his productivity, by 
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60 per cent. The mine worker in- 
creased his productivity in ratio of 
136 to 100, and the railroad worker 
118.’ 


INCREASE IN WAGEs vs. LIVING 


How has he been paid for this? 

Wages rose until they were more than 
three times as high in 1920 as they were 
in 1900. By 1923 they were just 
about three times as high, and in 1924 
they have declined somewhat. Taking 
prices in 1923 for a comparison with 
wages, commodities were 90 per cent 
higher than in 1920, and these prices 
have come down since then more 
rapidly than wages. In other words, 
in 1923 workers were being paid ap- 
proximately 300 per cent higher wages 
than in 1900, and were only paying 
about 90 per cent higher prices: a sheer 
net gain of 210 per cent in income, for 
which workers had rendered back a 60 
per cent increase in productivity. 
Here, again, emerge some significant 
points of view regarding present and 
future. For each gain of 1 per cent in 
productivity the American worker 
increased his income 3% per cent, 
while prices increased only 114% per 
cent. Obviously it is an American 
policy of proved success that higher ' 
productivity pays, or, conversely, that 
higher wages and higher standards of 
living make for greater productivity. 
With American business so largely 
domestic, it is therefore the soundest 
of national welfare policies that the 
standards of living be high among all 
classes, so that our increased manu- 
facturing capacity may be used, and so 
that good wages be paid for competent, 
productive labor. 

The bugaboo of increased cost of 
living must therefore be viewed from 
the angle of family earning and pur- 


7 Figures from David Friday’s compilation for 
National ‘Transportation Council Research 
Institute, 1924. 
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prosperity. How well I remember the 
alarm and agitation in pre-war years 
over the “h. c. of 1.” (high cost of 
living). The fact that from the 
“Bryan” year of 1896 to 1914 the 
average price of wholesale commodities 

rose 50 per cent seemed cataclysmic, 
disastrous; it was certainly one of the 
most extensive increases in prices ever 
seen in modern times. But the war 

_ period taught us how rapid changes 
could really be! From spring to spring 
of 1919-1920 there was a 30 per cent 
rise.’ That was breath-taking; but in 
the next year or year and a half there 
was a drop of 45 per cent; a consumer 
strike we called it then, though it was 
superinduced by more powerful eco- 
nomic factors than that. 

We are today not so excited as we 
once were regarding the purchasing 
power of a dollar, for wages have out- 
distanced all price increases, and we 
have on the one hand, probable future 
labor shortage through restricted im- 
migration, and on the other hand, a 
gradual further settling downward of 
prices. The purchasing power of the 
dollar for all commodities in June, 1924, 
was approximately 67 cents ® as com- 
pared with January, 1913. With our 
national income still approximately 
double what it was in 1913, and prog- 
nostications of an upward trend in 
1925, we are naturally not as deeply 
concerned with prices as we are with 
production and consumption and 
greater stability. It will take a long 


® U.S. Bureau of Labor Index. 
9 Based on U. S. cna of Labor figures. 
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power and broad national 


AmERICAN ACADEMY 


time to fully assimilate the great 
changes which have already come 
about. Great numbers of families are 
still in a formative period in regard to 
standards of living. 

The distribution of income in the 
United States is a matter for profound 
reflection. The government’s statis- 
tics of income taxpayers show that in 
1917 there were 2,479,465 people with 
incomes from $1,000 to $3,000. By 
1922 (latest year available) this num- 
ber of people had almost doubled— 
4,601,079. This is a very amazing 
change in five years, and is reflected 
also in the 1,200 per cent increase in the 
number of automobile owners since 
1913. It is especially germane to our 
discussion because it indicates a vast 
broadening of the level of comfortable 
family budgets. It means a scooping 
up out of the dark regions of family 
poverty, millions of families who now 
become what one might term “regular 
American families’ —capable of pur- 
chasing modern sanitary articles, a 
more varied and healthful diet, more 
and better clothes, and provide more 
schooling for their children. 

These families are new to the sud- 
denly raised levels of consumption; 
new to the responsibilities and op- 
portunities such new levels afford for 
their own best welfare and cultural 
advancement. The next decade or two 
should be regarded as an assimilative 
period for the epochal changes of the 
past decade, and for the rounding out 
and stabilizing of our facilities, habits, 
institutions, and points of view with 
regard to family welfare. 
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Breaking Down Sales Resistance in Industrial Selling’ 
A Survey of the Buying Habits of Industry 


UYING habits of Industry, like all 

habits, are subject to analysis. 
They are not intangible. They can be 
checked and weighed, the same as any 
other commodity. And once under- 
stood, the method of getting at in- 
dustrial buying power is simple and 
direct. 

In the interest of manufacturers 
selling to Industry, the McGraw-Hill 
Company presents the results of an un- 
usual survey of these buying habits. 
This survey is based upon information 
obtained from Industry itself. Thus, 
through the medium of the survey di- 
gested in this booklet, Industry is 
given voice and states clearly the factors 
that determine how goods are moved 
from industry to industry. 

In every sale to Industry there are 
four cardinal principles to be followed 
before the sale in consummated. Each 
principle represents an essential] step in 
breaking down the barrier of sales 


resistance surrounding the industrial Aarnet 


buyer. 


These principles are not at all myste- 


rious. As shown in the above illustra- 
tion they are: J 


A BIRDSEYE PICTURE OF INDUSTRY 


How large is the industrial market as 
a whole? 

There are certain yardsticks which 
answer this question and which meas- 
ure Industry for us; for example, the 
percentage of people engaged in gainful 
occupations: 

Forty-five per cent of all such people 


Advertising Counselors’ Staff, McGraw- 
Hill Publications. 


By Matcotm Muir 
Vice-President, McGraw-Hill Company, Inc. 


(1) The worth-while markets must 
be determined. 


(2) Buying habits of these markets Pi: 


must be analyzed. 

(3) Channels of direct approach to 
the buyers must be selected. 

(4) The strongest possible appeal to 
these buyers must be prepared. 

When these principles are adhered to 
and applied to the specific problems of 
any manufacturer they automatically 
result in policies which bring high sales 
efficiency. 


Buying Habits 


are employed by Industry, 26.4 per 
cent by agriculture and lesser percent- 
ages by trade, personal service and mis- 


cellaneous divisions. 


Truly, Industry is the workshop of 
the world, a mill that never ceases 
grinding. 

Furthermore 54.5 per cent, or $61,- 
000,000,000 of America’s business in- 
come is produced by Industry. 


' 


And Industry spends $35,500,000,- 
000 a year of this income for materials, 
equipment, supplies, power and new 
plants (not including labor) in order 
that its work may be carried on econom- 
ically and with the most efficient meth- 
ods. Also, it is interesting to note that 
a substantial amount of this great ex- 
x penditure is for projects charged to cap- 
ital investment, 


THE StrRuctTuRE or INDUSTRY 


How is Industry divided and con- 
centrated so that the manufacturer with 
a definite sales problem can pick out 
any particular section and bring his 
sales ammunition to bear upon his real 
markets? 

Again the answer is simple; neither 
complicated nor mysterious, for the 
structure of Industry as a whole is com- 

posed of certain definite divisions, any 

of which may be segregated and inten- 
sively cultivated. With a proper work- 
_ ing knowledge of these divisions the 
manufacturer can avoid the wasteful 
_ policy of scattering, which has been the 
_ downfall of many sales campaigns. 
_ Briefly, Industry is composed of 
two basic groups—“ Service Industries” 
and “ Manufacturing Industries” —and 
these have 


Nine MaJsor Divisions 


Service Industries contribute four 
of these division: 
(1) Mines and quarries. 
(2) Public utilities. 
Power plants. 
New construction. 
 _Manufacturing industries (350 differ- 
3 ent types) group into five divisions: 
Process Industries, which take 
raw materials and convert them into 
finished products: for example, the 
. manufacture of rubber and cotton into 
automobile tires. 
(2) Mechanical Industries, which 
_ make products from metal; the produc- 


‘aif 
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tion of the automobile from steel, aly. 
minum, copper and other metals. 

(3) Textile Industries such as cotton 
mills. 

(4) Lumber Industries, including say. 
mills and plants making finished prod. 
ucts. 

(5) Miscellaneous Industries; a few 
important industries as tobacco, but 
mainly small groups (manufacturers of 
artificial limbs, etc.) which take their 
production practices from the larger 
established industries. 

Industrial markets for most prod- 
ucts follow these group classifications 
rather than the restrictions of a single 
industry. For example, the sale of 
evaporators is not confined to any one 
industry. The market for this appara- 
tus is the “process industries” as a 
group, since evaporation is a process 
common to the operations of most of 
these industries. 

However, the nine major divisions of 
the industrial market may easily be 
subdivided to determine the exact num- 
ber of prospects in any single industry 
where this is desired. This has been 
carried out as noted in the explanatory 
matter under the chart on page 85. 


LOcATING THE PROFITABLE MARKETS 


For the manufacturer whose product 
can be sold to every field, Industry of- 
fers a maximum sales objective of 125,- 
000 units. This figure, of course, elim- 
inates small operations such as“ wagon” 
mines and “back-lot” manufacturers. 
These businesses rarely are stable, and 
are apt to be liabilities rather than 
assets from a sales standpoint. 

The 125,000 units employ over 95 
per cent of all the workers in Industry. 
They produce a corresponding percent- 
age of the income. They spend over 


95 per cent of the $35,500,000,000. 
The importance of market determina- 

tion which establishes for any product 

the profitable industrial groups among 
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these 125,000 cannot be overempha- 
sized. 

The manufacturer must select and 
rate his available markets. He then 
can attack these one by one in order of 
importance, building surely until he 
reaches the limit of his plant capacity. 
As an example of the dangers when 
even a large concern scatters too widely, 
there is the case of a leading manufac- 
turer of equipment that can be used by 
every industry. This manufacturer 
adopted sales plans to reach out for all 
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The above chart is a skeleton outline for the classification of Industry. 
sifies every industry and furnishes the number of worth-while prospects in each. 


This detailed analysis clas- 


possible business, irrespective of the 
size or location of the orders. His busi- 
ness increased slightly, but his profits 
shrunk alarmingly. Later investiga- 
tion showed that increased sales costs 
had more than eaten up the possible 
gain. He found that he had lost money 
on every customer who purchased less 
than $200 a year. He really had but 
40,000 profitable prospects in the whole 
country, yet these represented 96 per 
cent of the total purchases of his type 
of equipment. In the effort to reach 
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_ everywhere he had dissipated his ener- have built a commanding sales and 
- gies so that he had failed to entrench — service position in these, one by one, as 
himself in his profitable markets. He their plant capacity expanded. 


had in fact thrown away his actual prof- This principle of market selection; in 


_ its chasing “ will-of-the-wisp” business. fact, is woven into the underlying re- 
On the other hand, the present suc- quirements of industrial buying itself. 

cessful leaders in most lines of indus- 

trial equipment have refused to be InpustriAt Buyine 

blinded by the scattered border-line Industrial buying has been aptly de- 

business. These leaders have deter- fined as the “movement of goods from 

Industry to Industry,” for each indus- 
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There is a fundamental difference—emphasized in this chart—between the distribution of prod- 
ucts for private and industrial consumption. 

Distribution to private consumers obviously proceeds through jobber and dealer channels. The 
manufacturer's problem here isto transmit his enthusiasm for his product through these successive or- 
ganizations on to the ultimate consumer. 

The manufacturer of products sold to Industry, however, is in direct contact with his customers. 
Even where the product is stocked with supply houses, the manufacturer can go direct to his impor- 
tant customers. The real problem of the manufacturer selling to Industry is to show his customers 
where and how to use his equipment. 
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For these markets we have, as seen, 


~ for its materials, supplies and equip- a selection from a maximum of 125,000 
ment. Without this constant inter- industrial enterprises. But there is a 
‘in change of buying the wheels of Indus- further selection of the classes of men 
re- try would stop. who are the real buyers of equipment. 
lf. Thus, automobile manufacturers Over 17,000,000 people are employed 
turn naturally to other industries for by the 125,000 units. The great per- 
the material and equipment used in’ centage of these 17,000,000, however, 
le- building their cars. Steel must be pur- are factory hands, laborers and clerks. 
ym chased from the steel mill, machine Executives, operating heads, superin- 
15- tools from the machine tool manufac- tendents, engineers, department heads 


turer, electrical equipment from the 
electrical industry. 

This is industrial buying. 

The industrial buyer uses machinery 
and equipment as a means to an end. 
He buys on a basis of performance. 
The buyer and the seller must work to- 
gether; the one rendering a definite 
service, the other expecting it. The 
seller must understand exactly what the 
buyer proposes to do with the equip- 
ment in order to talk “results.” 

The manufacturer who fully culti- 
vates an important field becomes re- 
garded as a specialist in the field. He 
builds on the foundation of confidence 
and holds his grip in good times and 
bad. 

Summing up then, the market re- 
quirements for profitable industrial 
selling are: 

(1) Sufficient scope for sales expan- 
(2) Concentration of the business into 
worth-while buying units. 


THE BUYING HABITS OF INDUSTRY 


Wuo Controts Buy1ne? 


Who are the men that really control 
the markets for the products sold to 
Industry? 

The president or general manager of 
the principal manufacturing enterprises 
in the country were requested to list the 
men in their organizations who, (1) ini- 
tiate the installation of equipment and 
(2) specify the type and make. 


and others in whom the manufacturer 
might be interested represent but a 
small fraction of the total. 

It is this thin but vitally important 
strata of men in Industry that actually 
controls the buying. 

As the next step, therefore, we may 
consider figures such as those shown by 
the chart on page 88. 

The small group at the top of the 
column covers all of those who hold 
in their hands the key to Industrial 
buying. 


Buyinc CLASSES 


Carrying out the basic principles of 
industrial sales promotion we must de- 
termine then by further study of this 
upper group: 

(1) Which particular men control 
the buying for industrial equipment? 

(2) What is the most effective chan- 
nel of approach to these men through 
advertising? 

(3) What is the strongest appeal? 


The companies which revealed their 
buying practices speak for over one 
hundred separate industries—they em- 
ploy an aggregate of more than $7,000,- 
000,000 capital.' 

The facts these companies furnished 


check two factors that are vital in pro- 


moting the sale of products to Industry: 


1 This investigation was conducted by Ernst 


& Ernst. 
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Tue ConcentTRATION oF Buytnc Power tn Representative INDUSTRIES 


The purpose of this chart is to show the relative percentage of those in Industry who are (1)wage 
earners, (2) clerks, and (3) men responsible for administrative, sales and production activities. 

The manufacturer's interest in the first two groups usually is negligible; the proposition, therefore, is 
to determine which men in the third group actually control buying. Obviously, there are many in 
this last group who do not influence purchases of equipment, for example, those in sales departments. 


(1) Buying power? for industrial dividuals. By “initiating” is meant 
equipment lies with the men responsible _ the decision that new equipment is re- 
for the production activities of the busi- quired. By “specifying” is meant the 
ness rather than with the general ad- selection of the type and make of equip- 
ministrative executives. ment. 

(2) “Initiating” and “specifying” Superintendents and works managers 
power are in the hands of the same in- re the leading buying influence for in- 

dustrial equipment. (See chart on page 

* By “buyer” or “buying power” is meant, §9.) General managersare next; then the 
of course, the man who initiates the installation chief engineers and engineering depart- 


or specifies the equipment. This is distinguished 
in many cases from the man who issues the for- ™ents. The men in the se major groups 
mal orders as a matter of routine. are clearly men with direct production 
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responsibilities who are accountable 
for results that can be secured only 
through the proper application of ma- 
chinery and equipment. 

The place of the president as the 
fourth factor is interesting. Presidents 
are sometimes thought to be an impor- 
tant buying class for industrial prod- 
ucts, whereas they usually are general 
administrative executives taking no 
part in the selection of equipment. 
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Industry showed this fact clearly in the 
survey. Analysis of the presidents and 
other officers that did report shows that 
these men take a hand in buying only 
where they personally share the respon- 
sibilities for production activities. 
This condition can occur in the so- 
called “one-man ”’companies, and in cer- 
tain larger organizations, where the prof- 
its depend primarily upon annus pro- 
duction processes. 


Superintendent or 
Works Manager 


General 


9 


Master Mechanic 
Chief Electrician 


Purchasing Agent 


V.P..Treas.and 
other Officers 


Others 


Directors 


10 20 wd 


Percentages of compames in which each closs of buyer is found wT] 
The men who initiate installations 
The men who specify the type and make of equipment 
Burine Power ror [npustriaL EquipMeNT 


40 50 60 10 80 90 


Thelength of the dotted barsrepresents'the relative importance of different types of men in initiating 


installations. 


The shaded bars represent their importance in specifying the type and make of equipment. In 
small or moderate sized companies one man may hold full responsibility for purchasing equipment; in 
large companies the responsibility usually is delegated to specialists in different lines. 

The relative importance of the production officials is emphasized strikingly when the bars for the 
superintendents, general managers, engineering departments, master mechanics and chief electricians 


are placed end to end in comparison with the total length of the bars for general executive or purchas- 


ing titles. 
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het Continuing from the president, the 
_ figures are charted for the lesser buying 

_ groups down finally to the directors 
who, as shown, take no appreciable 

part in initiating installations or speci- 

fying equipment. This is not surpris- 

The director’s participation in 


business is confined primarily to broad 
policies and finance. 
The men who must be sold, then, are 
_ those in charge of production, engineer- 
ing and maintenance. 
These men must be sought by respon- 


sibilities, not by title. : 
CHANNELS OF APPROACH 


Once the manufacturer has deter- 
mined his profitable markets and has 
located the buyers in these markets, he 
must decide how best to extend and 
back up the work of his sales force by 
influencing these buyers through adver- 
tising. 

The question is, what type of medium 
provides direct contact with the indus- 
trial buyer? 

To ascertain this it has been common 
practice to present a long list of names 
of publications and ask the recipient to 
check the ones he “reads.” This type 
of test was discarded. A man invari- 
ably will check a number of publica- 
tions without regard to the purpose for 
which he uses them. Such results may 
be highly misleading to the manufac- 
turer who seeks a direct path to his in- 
dustrial buyers. 

After all, there is no step more es- 
sential than the selection of the proper 
mediums. If the medium is not the one 
which the buyer says he actually uses in 
purchasing equipment then the force of 
the entire plan will be scattered to the 
winds like seed sown from an airplane. 

The buyer was forced to name me- 
diums without assistance or prompt- 
ing. No publications were listed. In 
each case the industrial buyer was asked 
this definite question: 
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“In what publication should adver. 
tising of equipment be published to be 
most useful to your organization?” 

There was no easy checking. The 
man in Industry who answered this 
question was forced, first, to select 
from all publications those in which he 
actually used the advertising pages as 
a guide in selecting equipment; second, 
to write down the names of these pub- 
lications. 

Industry, therefore, was compelled to 
write its own audit without any clews 
which might influence its statements. 


Tue Votre 


Over 96 per cent specified the use of 
industrial or business publications as 
those in which they desired the manu- 
facturer to tell about his equipment. 
(See charts on pages 91 and 92.) The 
names of publications were given spe- 
cifically by the great majority. Ina 
few cases, classes of publications were 
specified, for example,‘ Engineering 
Journals.” 

Some may ask why the industrial 
publication is universally named as the 
direct channel of approach to the in- 
dustrial buyer. 

The answer lies in the unprecedented 
development of Industry itself during 
the last half century. For example, we 
have watched the evolution of mass 
production, we have seen the applica- 
tion of electricity as a servant for every 
workman, manufacturing has expanded 
thirty fold, mining, public works and 
transportation have been forced to fol- 
low at a corresponding pace—all within 
this short span of years. 

Each phase of this progress has 
rested on the application of engineer- 
ing sciences. Hand in hand with this 
expansion, therefore, has gone the need 
for a leadership to stimulate the prog- 
ress and voice the policies of Industry. 
A mine in Alaska, for example, may de- 
velop an improved method. How can 
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Industrial and 
Business Publications 585 
Directories 51 


Misc.G Financial Pub. 29 


General Mediums 16 


oF Pusiications Waich Manuracturers Use Buyine INpustriat EquipMENT 


The vote charted here was obtained from 609 leading manufacturing concerns. 
Many of the concerns which reported are of such 


located in over one hundred separate industries. 


magnitude that their practices set standards for whole industries. 


These concerns are 


The capital employed, in fact, by 


the companies which specified publications approximates $5,000,000,000. 


the mine manager in Africa apply this 
advancement in the art except through 
knowledge obtained from a source in 
which he places his trust? 

It is the industrial journal that serves 
this function. The worthy industrial 
journal interprets, analyzes and criti- 
cizes—all in the “code ” of the industry 
it serves. It is a working tool. 

It is not strange, then, that the in- 
dustrial buyer almost universally has 
reported that he uses the advertising 
pages of industrial journals as a buy- 
ing guide for equipment, materials and 


—— 


supplies—that the industrial journal is 
a direct path to the industrial buyer. 


ADVERTISING REQUIREMENTS OF 
INDUSTRIAL BuYERS 


The final question then is, what type 
of information can the manufacturer 
furnish most effectively in these adver- 
tising pages? This is the fourth and 
last of the fundamental principles of 
industrial sales development. 

Opinions were obtained from some of 
the most exacting buyers in Industry. 
They selected leading units throughout 
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the and service indus- 
tries and asked: 

“What information should manufac- 
turers of equipment furnish in their ad- 
vertising to be most helpful to you?” 
The chart on page 93 analyzes the data 
| secured. 

The industrial buyer wants perform- 
ance facts. He wants to know what 
the product will do rather than how it 
ismade. He wants to know all possible 
uses of the product. He wants the 
manufacturer to describe installations, 
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to give working data and cost data and 
to describe new features from the stand- 
point of the service they give. 

Here we see the same self-interest in 
Industry that is the motive force back 
of so many of mankind’s achievements, 
The man whose success depends upon 
his ability to produce a product is inter- 
ested in a manufacturer’s equipment 
only from one viewpoint—that is 
whether or not this equipment bringsin- 
creased production efficiency, for in In- 
dustry equipment as stated is only the 


Financial Publications 2 


---General Mediums 7 


Casses or Pusiications Pusiic Uritities, Mines AnD ConstTRUCTION 
Compantes Use Buytnea Inpustriat Equipment 


As with the manufacturers, the organizations which reported for the service industries were highly 
representative of the practice in their fields—many of the utilities and mines, in fact, operate groups of 
properties. 
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which the industrial buyer is interested. the performance possibilities of the 
This principle applies not only tothe equipment. 

advertising or copy appeal but to the In applying this principle to his “pol 

work of salesmen. It isa basic princi- advertising the manufacturer will see 
that must be woven in the fabric at once that it emphasizes the impor- 

of the entire sales policy. Whether it tance of addressing each industrial 

isa question of the development of spe- group in terms of the business prob-— 

cialized salesmen, the building of a lems of that group, i.e., specialized — 

salesman’s data-book, or whether it is copy. 


purely a question of the most effective For example, if a manufacturer makes | 
copy appeal, the industrial buyer must conveying machinery, his appeal to the z 
ins 
Show Uses 
Describe 
Installations 
I I 
Give Cost Data 
LLG, La 
q 
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Percentages of mention for each factor 


=3 Manufacturers, Mines, Construction Companies 
Public Utilities 


ADVERTISING REQUIREMENTS OF INDUSTRIAL Buyers 


The difference in the requirements of public utilities and those of the manufacturing, mining and 
construction industries is interesting. The latter groups are continually applying new typesof equip- _ 
ment; thus these buyers wish the advertising to show uses, to describe installations and of course to _ 
support this information with working and cost data. . 
The utilities, on the other hand, have standardized many of their practices. They therefore wish 
information that will enable them to compare the performance of different makes of equipment. For = 
that reason, the outstanding requirements of the utility group are working and cost data and new Wy =4 
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coal fields is radically different than 
his appeal to manufacturing industries. 
The equipment is bought by the coal 
mines on the basis of cost per ton of coal 
handled. The mine manager or super- 
intendent requires information that 
shows the performance of the equip- 
ment under this light; facts about the 
performance of the same equipment in 
factory operations do not serve the pur- 
pose. On the other hand coal mine 
data means little to the factory mana- 
ger. 

This example clearly shows the ne- 
cessity of specialized copy which, liter- 
ally, talks to the industrial buyer in the 
“code” of his particular work. 


Tue Four CARDINAL PRINCIPLES 


In light of all that has been contrib- 
uted by Industry as to its buying habits, 
reference may be made again to the 
four cardinal principles which the man- 
ufacturer must apply if he is to get full 
return from his sales dollar. 

The first essential step—the deter- 
mination of the worth-while markets 
—is a clean-cut application of definite 
market analysis. Industry, despite its 
great ramifications, can be classified 
with exactness and the profitable mar- 
kets segregated for any product. 

When the manufacturer determines 
these markets and considers their rela- 
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tive importance, he will next bring 
facts to bear to ascertain which mep 
control the buying. In other words, 
he will establish his buyers. 

Third, in putting the influence of ad. 
vertising behind his sales force to ex. 
tend his markets and break down the 
barriers of sales resistance the manv. 
facturer will select the direct channels 
of approach to his buyers. 

Finally, he will develop as his sales 
and advertising policy the appeals that 
will tie his product directly to the pro. 
duction problem of each of his fields, 
He will thus win recognition for his or- 
ganization as a specialist in the indus. 
tries he selects. 

When the manufacturer has estab 
lished his sales promotion on these prin- 
ciples, he is obviously attacking his 
markets with the guarantee of high ef. 
ficiency in sales and advertising effort. 
He is cutting directly through the area 
of sales resistance that surrounds the 
industrial buyer. 

It is a fact that the outstanding in- 
dustrial sales successes today have been 
built on these cardinal principles. 

The development of America’s pro- 
duction efficiency is one of the great 
romances of history. Hand in hand 
must now come an era of improved in- 
dustrial sales efficiency, if America’s 
economic position is to be maintained. 
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The Place of the Modern Distributive Survey in “a | 


La Relation to Maximum Sales 


HE place of the modern distribu- last ten years, the studies called dis- 
tive survey to maximum sales is _ tributive or market surveys. 
similar in use for the sales manager of We shall consider in this article some 
today as the compass is to the mariner, of the applications of this new technic 
explorer, or woodsman. The great called the survey. We believe the 
magnetic power which draws the hands __ reader will be interested in the illustra- 
of the survey is truth—full and ac-_ tions as to the type of problems to 
curate information properly analyzed which the survey has been applied so 
andorganized. Theextentofthesales that he may better know when to 
executives’ knowledge is directly pro- employ it. 
portionate to the diameter of his own 
information, and that which he draws 
upon. The first case that we might con- 
The sales manager in the field of _ sider is “Where to place the effort to get 
clothes, food, fuel, or shelter is on a maximum sales in the tire business?” 
tremendous sea of opportunity to We have in the United States 16,523, 
meet the tremendous needs along any 898 (as of July 1, 1924) owners of 
one of these fundamental lines. This automobiles and trucks. The outer 
sea is filled with many hazards on dimensions of this tire market can be 
which innumerable businesses have figured rather accurately when one 
been wrecked, by sailing the sea with- knows something about the deprecia- 
out the compass (distributive survey), tion on tires and cars on the one hand 
which points to the channels of safe and the rate of growth and production 
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and profitable distribution. of trucks and automobiles on the other 
Maximum sales are the result of hand. 
applied intelligence. It is only igno- To reach personally through an 


rance of the right thing to do at the organization a market of 16,523,898 
right time which holds sales below the _ users of tires is too expensive for any 
possible maximum. The more intel- business. Consequently a less ex- 
ligent is the approach to the problems pensive method is sought through ad- 
of distribution the less is error likely vertising mediums. There are 23,000 
toprevail. Appreciative of the sound- newspapers and 5,000 magazines in 
ness of these preliminary statements, the United States which profess to 
business executives, charged with the reach a part of this gigantic tire market. 
problems of business distribution, have Even with an appropriation of several 
turned to business analysts to get the million dollars, which was true in this 
facts as to potential sales, the chan- case, maximum sales demand a survey 
nels, the competition, the consumer’s to determine what publications these 
point of view and demand. Hence 16,523,898 owners read and prefer. 
has come into the business men’s The logical and profitable thing to do 
vocabulary, rather commonly in the is to put this million dollar appropria- 
95 
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tion into the publications which are 
sought and read by the tire users, 
thereby eliminating the millions of 
waste circulation which are offered. 
Do you see what a practical problem 
this would be for the sales and ad- 
‘ vertising managers? 

The business insurance used in this 
case was a market survey. The facts 
of the survey are sought from a nation- 
al cross-section of tire users numbering 
100,000 people picked with propor- 
tionate distribution from coast to 
coast. 

With a courteous letter and a pre- 
pared return post card more than fifty 
per cent of these people are glad to 
co-operate with the survey. They 
told us what publications they read 
tie and the order of their preference. 
When you know what kind of an auto- 
mobile and on what road a man travels 
home at night it is a clear index as to 
where to reach his attention. 

After one has the tire users’ atten- 
_ tion, the message that will be retained, 

or lost, depends upon the copy appeal 

and its presentation. This is the basis 
upon which media are selected today 
by modern advertising managers. 
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Everyone interested and informed 
on the problems of distribution knows 
how the publications have sought to 
convert their circulation from a mere 
list of names to a market of wealth- 
producing and wealth-spending citi- 
gens. To do this they have studied 
their subscribers to find out what they 
want and what they buy. Today, 
therefore, the so-called survey, or 
research department, is a part of 
practically every well-organized pub- 
lication in the United States. 

The findings of these conclusions and 
_ surveys have the strength of the publi- 
cations well in hand. Indeed, one 
_ generally needs a discount for the bias 
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unintentionally inserted and the weak. 
ness which has not been disclosed 
The data and information supplied 
should properly pass through trained 
outside hands. 

Each publication is a channel of 
distribution. Practically every home 
in the United States is the beginning of 
one or more of these channels where we 
find considerable duplication among 
these publications. Every publication 
naturally thinks that it is the preferred 
medium of the home. As a matter of 
fact there is a waste at this point 
amounting to hundreds of millions of 
dollars each year and it takes a very 
careful comparative survey to deter- 
mine which of these channels is navi- 


gable and profitable. 3 


The larger retailers, applying their 
intelligence to their problems, have 
given a place to research bureaus which 
aid them in knowing more exactly 
where the markets are and the best 
approach to them. This has stabil- 
ized the retailers’ business so that they 
can relate themselves to the constant 
barrage of sales talk which they are 
forced to listen to in trying to maintain 
a stock of goods which will show the 
proper turnover. 

These retailers have found that the 
word “demand” is a strong word for 
the transitory film-like form which 
the desires of customers take. Only 
a small percentage of these desires 
take the form of a demand for 4 
specific article made by a specific house. 
When retailers stop to think what the 
consumption is in the United States 
from 100,000,000 people for simple 
items like bread, meat, potatoes, milk, 
shoes, or stockings, his thought is 
likely to give him the same feeling that 
he gets when he steps into a desert of 
quicksand. 

Let us ask ourselves what the max! 
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mum sales are in one simple line in the f ott @ 


United States. This will aid us in 


visualizing the size and maze of the »: si 
6. In what respects is it superior to 


cob-web field of distribution under- __ 
lying a few of the thousands of lines — Lr’ 
and products in the United States. ani 
There comes yearly into the United 8 
States 1,100,000,000 pounds of coffee. _ 
This coffee is distributed to 48 states, sn 
11,000 cities and villages. 
through an army of 5,000 salesmen and | 
75,000 retail stores. 
There are 2,500 coffee roasters in 
the United States competing for the 
maximum sales. Where this coffee 2. 


will be distributed is a question the a 
survey can solve. The average re- 2 
tailer only sells 10 per cent of the coffee - ‘nied 3 
used in his own logical territority. eel 4. 
The grocer is ignorant of this fact and 
has not surveyed his own market. ; Fe 6 

DiIsTRIBUTOR’s SURVEY—A 

DistRIBUTOR’s PROBLEM 


The problem arises in this form, 
“Rt is our desire to begin an investiga. 
tion at Kansas City and later extend it © ; 
to the St. Louis territory which will _ 


enable us to determine definitely and __ ii. 


correctly the possibilities and proba- 


bilities ahead of us in our lines.” ypc 


The fundamental questions raised 
and answered in the survey are: ine ‘anrd 
1. Is the product right? 
2. Is there a good market for it? i 
3. Can we always get the raw ma- —_ 
terials to manufacture it? «16 
4. Can we develop our plants onaunit 
and process basis? 
5. Can we sell it at a good profit? 17 
6. What,if any,should beourproblem 
of development? 19. 


Each of these simple direct questions 
call for further analysis which is as 
follows: 

1. Is the product right? ae 

1. What is the composition of the 
product? 


2. What is it good for? 
3. Who helps make the product? 


It goes 


1. 
2. 


3. 


How long has it been on the 
market? 
What results has it produced? 


other products? 


. Does the price to the dealer and 


consumer meet competition? 


. Is there a good profit to the 


dealer? How does it compare 
with other products? 

Does it have the endorsement of 
government agencies? 

How does it compare with the 
standards endorsed by the trade 
associations? 


Is there a good market for it? 

. How much has been sold? | Pe 
. How hasit been sold? 
. Why has it been sold? 


Where has it been sold? 


. Where can it be sold? 
. What are the determining factors 


of the territory? 


. What has been the merchandising 


plan? 


8. What is the proposed merchandis- 


ing plan? 


. Is the merchandising plan sound? 
. What is the present demand for 


the product? 

Is it a necessity? 

What are the big factors under- 
lying the future demand for it? 

Is it a repeater sale? 

Why is the Kansas City territory 
a market for it? 


. What has been the tendency in 


its consumption for the last 
ten years? 


16. What is the competition for this 


trade? 


. What are the selling seasons for it? 


What succes: has it had? 
Has the missionary work been done 
for it? 


3. Can we always get the raw ma- 
terials to manufacture it? 


Who controls he yards at Kansas 
City and St. Louis? 

How long can we control the 
product? 

What are the probabilities of not 
having the contract renewed? 
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. What substitute source 
tors take the control? 
5. Where are the sources of its com- 
position? 


future? 
. Is the control open? 
What big factors of government 
regulation enter into considera-— 


tion? 
9. What will be the tendency in 


transportation of raw materials? 


and progressive process basis? _ 
aoe What is the manufacturing unit 
equipment for the product? 

. 2. Has the manufacturing been put 

on a progressive process basis? 


wi the product be successfully 


nie extended still further? 


5. Me we sell it at a good profit? 
. What profit has the product 
shown? 
2. What profit has been made on 
e what has already been sold? 


that sold by contract for this 
year? 

. What is the estimated margin be- 
tween production costs and 
selling price for this year? 

5. Will our manufacturing costs par- 

allel those of our competitors? 


6. What should be our program of 
a. 7 . How many can we produce this 
year? 
‘_ What is the balance we have to 
sell this year? 


Tue ANNALS OF THE 


of the | 
product exists in case competi- — 


}. Is the quantity assured for the : 


4. Can we develop our plants on a unit 


3 Can the process of manufacturing 


3. What profit has been made on — 


and attention? 
NCLUSION 
Co 


3. How much can be sold next year? 
4. What per cent of increase in de. 
mand will the present plant 
accommodate? 
5. What is essential to larger produc. 
tion? 
. How much 


is needed in 
Kansas City to take care of 
the increase in the number of 
plants, warehouses, and storage 
space on a fifteen year basis? 


land 


om . How many production units the 
size of the present plant should 
a be built for next year? 
8. What is the required organization 
as for the extension and operation 
= of the product’s company? 
mt 9. Where should the general office be 


located in Kansas City? 

. On what railroads should the 
plants be located in Kansas 
City? 

. Should the product be analyzed 
and experimented with? 

. What merchandising plan should 

be adopted? 

. What competitors will need special 

The above long list of socratic 

questions indicate that the distributive 
survey calls for innumerable facts. 
It takes an experienced and fertile 
research man to ask the brass-tack 
questions. Each one leads to dark- 
ened corners where the unassembled 
facts are hidden. When organized and 
analyzed they indicate the direction, 
distance, and character of the road to 
the sales 
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I. SIGNIFICANCE OF A Mippie CLass 
IN THE DEVELOPMENT OF NATIONAL 
WEALTH 


IVILIZATION is closely asso- 

ciated with the accumulation of 
surplus wealth. Wealth on the scale 
with which we are familiar today is 
largely based on highly organized farm- 
ing, extensive manufacturing, and par- 
ticipation in world trade. Such or- 
ganization demands individuals of 
relatively high intelligence and effi- 
ciency. The development of a large 
middle class of property owners is 
one of the best guarantees of govern- 
mental stability upon which a rapid ex- 
pansion of national wealth rests. Such 
a middle class is mainly made up of 
small farmers, factory wage earners, 
merchants, and employes of extensive 
modern transportation systems. 

The tremendous development of 
organized merchandising in the United 
States is largely based on our great 
middle class of educated farmers and 
wage earners. Advertising in news- 
papers and magazines can only reach 
the man who can read. Our extensive 
selling campaigns are designed to reach 
large groups with a fairly high standard 
of living and good buying power. Our 
selling methods must be greatly modi- 
fied when we attempt to reach the rela- 
tively backward peoples of many for- 
eign countries where 50 to 80 per cent 
of the people are illiterate and most of 
the wealth is concentrated in the hands 
of a small group. 
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| _ Geographical Aspects of Industrial United States 


a in Relation to Increased Wealth 
-* Professor of Geography and Industry, University of Pennsylvania EE 


II. ImportaANce oF INDUSTRY IN 
CREATING SucHu A Mipp.e 


From a distribution standpoint, 
there are two predominant types of 
market in the United States—the scat- 
tered farmer reached through the mail 
order catalogue and the small town 
store, and the massed city dweller who 
is largely engaged in manufacture and 
trade. The rapid increase in our urban 
population is closely related to the phe- 
nominal recent expansion of industry 
in the United States. 

The census of 1919 shows that about 
thirteen million persons are actually 
engaged in manufacturing and mechan- 
ical industries. This represents about 
12 per cent of our total population. 
If we consider the additional number 
of persons who are dependent on these 
workers, we find that about one third 
of our total population is directly sup- 
ported by this group of industries. 

When we consider that the per cent 
of our total population engaged in these 
industries has doubled in the last fifty 
years, we get a fair measure of the 
tendency of our country to change 
from an agricultural nation and become 
more and more an industrial one. 

The number of persons employed in 
manufacturing is steadily increasing in 
relative importance, while the number 
in agriculture is declining. In the last 
fifty years the per cent of those engaged 
in manufacturing and mechanical in- 
dustries to the total of those gainfully 
employed has increased from 20 to 31 
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per cent, while for those engaged in 
agriculture it has declined from 28 to 
26 per cent. It is evident that as our 
great vacant land area has been largely 
turned into farms, there is less room 
for our rapidly increasing population 
on the farm and that we must look 
more and more to the greater refine- 
ment of raw products by manufacture 
as an occupation for our people and as 


- a source of increased wealth. 


Forty-two per cent of our population 
now live in cities of 10,000 and over. 
About three quarters of our total manu- 
facturing is located in the 747 cities of 
this group. This percentage would be 
considerably increased if the suburban 
industries really tributary to these 


cities could be included. 


When we consider that a number of 
our industries, such as lumbering, 
smelting, oil refining, dairying, wood 
pulp, etc., are usually more or less iso- 
lated from cities because of the nature 
of the industry or the source of raw 
material, it is evident that manufac- 
turing is primarily associated with city 
development. The recent trend of 
development shows an increasing per 
cent of manufacture in cities, especially 
those of larger size. 


III. PREDOMINANT PosITION OF 
Un trep STATES AS AN INDUSTRIAL 
NATION 


Today the United States is unques- 
tionably the leading industrial nation 
of the world. This position has a solid 
geographic base in her vast extent of 
fertile lands and in her enormous and 
varied resources. No other great in- 
dustrial nation is so nearly self-suffi- 
cient and so little dependent on out- 
side sources of food power and raw 
materials. Mere mention of her 
overwhelming position in the world 
production of such essentials as coal, 
oil, iron ore, copper, and cotton is suffi- 
cient for the present discussion. 


Of almost equal significance is her 
supremacy in the quantity and quality 
of man power. Not only does she have 
almost twice the population of any of 
her chief industrial competitors (the 
United Kingdom, Germany, France, 
Japan), but her people have higher 
average wealth and greater buying 
power. The enormous buying power 
of the home market is one of the big. 
gest factors in our industrial develop. 
ment. It explains in large measure 
our lack of knowledge and interest in 
foreign markets until relatively re. 
cently. 


IV. Rapiw InpustrRIAL Expansion 
OF THE UNITED STATES 


The rapid expansion in the manu- 
facturing industries of the United 
States during the last seventy years is 
without a parallel. Both the quantity 
and variety of products is almost be- 
wildering. The capital invested has 
increased from one half billion dollars 
in 1849 to twenty-three billion in 1914 
and to forty-four billion in 1919. The 
number of wage earners increased from 
about one million in 1849 to seven 
million in 1914 and to nine million in 
1919. The annual wages paid have 
increased from about one quarter of a 
billion dollars in 1849 to four billion 
in 1914 and to ten and one-half billion 
in 1919. 

The development has been especially 
rapid since 1880 and was a fairly steady 
upward movement until 1914. The 
tremendous expansion shown by the 
1919 figures was due to the effects of 
the World War and is particularly 
noticeable in the figures of value and 
wages. The figures for the number 
of wage earners employed and for the 
total primary horse power used are bet- 
ter indications of the actual expansion 
than the inflated money figures. 

Geographical factors have played an 


important part in this great industrial 
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GEOGRAPHICAL 


ion. For over two hundred 

the early colonies along the At- 
antic Coast were effectively shut off 
from the fertile interior of the conti- 
nent by the great Appalachian Moun- 
tain barrier and the hills and moun- 
tains in New York and New England. 
Confined in a relative small area, much 
of which was not adapted to agricul- 
ture, attention early turned to fishing 
and trade. With the coming in of in- 
dustrially trained settlers from North- 
em Europe, manufacturing early be- 
gn ona small scale. The numerous 
small local water powers were an im- 
portant factor in this period. With 
the development of canals and the 
cing of the railroad a rapid tide 
of settlement moved westward. The 
products of the cheap fertile lands of the 
Middle West brought disastrous com- 
petition to the poorer lands of the East. 
Attention was more and more turned 
to manufacture. The new West fur- 
nished a rapidly expanding home mar- 
ket for the products of the factories 
and the real industrial expansion of the 
United States began. 

The opening of the anthracite coal 
mines of eastern Pennsylvania and 
later the great bituminous fields of the 
western part of the state was a big fac- 
tor in the new development. The lo- 
cation of the manufacturing plants was 
inthecoastal parts, along the great bays 
and rivers that stretched back towards 
the mountains and along the great 


? routes of easiest access to the growing 


West. The industrially trained north 
European, migrating from a region of 
cool, changeable climate to one of simi- 
lar character in the northeastern Unit- 
ed States, stopped there to develop 
the old industries in a new setting. 
His descendants later moved on west- 
ward in the same general climatic zone 
to the Middle West. Here again, 
when farm machinery and increasing 
population created a surplus of labor, 


Aspects oF INDUSTRIAL UNITED — 


it was only natural that manufacturing 
should develop. So rapid has been 
this development that it is hard to . 
realize its great extent. . 
V. Recronat Location or nat 4 
MANUFACTURING 


The location of industry is one of the 
most important factors of geographical 
interest. It suggests a study of basic — 
natural resources, of easiest routes of 7 
transportation, of natural points for = 
city location, and of the character and 
distribution of population. For the } ; 
country as a whole, agriculture has “- 
probably passed its most rapid stage of 
expansion and further progress will be _ 
slower and less sensational. It appears 
that, on the other hand, manufacturing 

= 


may develop rapidly in some sections 
that have hitherto been mainly ag- 
ricultural. To the man who expects 
either to sell the products of the fac- _ 
tory or to find customers in the city 
dwelling wage earners employed by it, 
a knowledge of the facts and controlling _ 
principles in the regional location of — 
industry is essential in the organiza- 
tion of sales territory and the planning 
of a sales campaign. ; 
The chief fact brought out by an 
analysis of the distribution of industry _ 
in the United States is the predomi- 
nance of two regions,—namely, the 
older Northeastern Seaboard region 
and the more recent expansion of the _ 
Middle West. The South and the far _ 
West are of much less importance. . 
In determining the relative impor- 
tance of these four great regions, the 
chief factors for consideration are the 
relative number employed, the total 
capital invested, the value added by 
manufacture and the amount of wages 
paid. While the percentage of the 
total for each of these factors varies to 
some extent, it is surprisingly uniform 
on the whole. Roughly the evidence 
of these various factors taken together — 
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indicates that about 50 per cent of our 
manufacturing is in the Northeastern 
Seaboard region, about 35 per cent in 
the Middle West, about 9 per cent in 
the South and about 6 per cent in the 
far West. 


The Northeastern Industrial District 


This district comprises the seaboard 
region from New England to the Chesa- 
peake Bay section and includes New 
England, New York, Pennsylvania, 
New Jersey, Delaware, Maryland, and 
Virginia. Compilations from the Cen- 
sus of Manufactures for 1919 shows that 
this section produced 46 per cent of 
the total value of manufactured prod- 
ucts, had 50 per cent of the total capi- 
tal investment, employed 50 per cent 
of the workers engaged in manufacture, 
paid 50 per cent of the total wage bill, 
had 45 per cent of the primary horse 
power used and represented 49 per cent 
of the value added by the processes of 
manufacture. These figures show that 
approximately half of the manufactur- 
ing of the country is done in this com- 
paratively small section of our country. 

The group of great manufacturing 
cities extending from New England to 
Chesapeake Bay represent the earliest 
natural centers of manufacture. Bos- 
ton, New York, and Philadelphia sug- 
gest the regions of greatest importance, 
while Baltimore and Norfolk suggest 
the more recent tendency for ex- 
pansion southward. The last census 
showed that there were 307 cities of 
10,000 and over in this district. 

A variety of geographical factors 
combine to explain the past and pres- 
ent importance of this district. The 
seaboard location, with great bays and 
rivers penetrating far inland, made it 
the great gateway of our foreign trade. 
Great mountain barriers, uncleared 
forests and lack of inland transporta- 
tion shut it off from the fertile plains of 
the West in early days and helped turn 
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attention toward trade and manufac. othe 
ture. Many small streams furnished may 
water power in the days before Penp. our 
sylvania coal was developed. Exten- ynd 
sive areas of rough, poor land made ly 
agriculture less profitable. With the weal 
opening of the Erie Canal, with the fron 
coming of the railroads, with the de. 
velopment of great coal fields, with The 
the decline of agriculture due to the 1] 
competition of the cheap, fertile lands trib, 
of the Middle West and with the growth uppe 
of immigration from the industrial sec- os 
tions of Europe, manufacturing has Wes 
gradually assumed vast proportions in [Jin 
in this region. its g 
Today this section represents the gate 
greatest outlet and inlet for our vast Nort 
foreign trade and the center of the bras! 
many industrial enterprises dependent of |e: 
thereon. It is the focus of the main (, 
routes of commerce to the upper Mis- Yan 
sissippi Valley and the Great Lakes gctj, 
region. value 
The type of industries in this section 35 p. 
suggests skilled labor and more com- ment 
plex organization. It is predominantly work 
the great textile district of the country. 35 pe 
The larger per cent of our cotton, wool- cent. 
en, silk, knit goods, and carpets are and 
made here. Although less of the pri- yalye 
mary iron and steel products are manu- Th 
factured, there has been a varied de- mate 
velopment of the elaboration of these ing 
products into machinery, tools, and tive}; 
hardware where the element of skilled pest { 
labor is predominant and that of raw. Th 
material of less importance. The by q 
manufacture of leather, of shoes, of many 
chemicals, of jewelry, of clothing, of the p 
paper, of steel ships, and of pottery of th 
are illustrations of the varied industries westy 
found here. To an increasing extent fypnjs 
are found industries related to our for many 
eign trade in the import of raw mate sion . 
rials and in the export of finished prod- ment 
ucts. It will probably be the leading releas 
district for production for the foreig® dusty; 
market. While the development of Playe 


| 

| 


other newer sections of our country 
may decrease its relative per cent of 
our total manufactures, the East will 
- yndoubtedly continue to depend large- 


made jy on manufactures for its increased 
h the wealth while it draws its food supply 
h the from other regions. = 
he de- + 


The Middle West Industrial District ® 

This district comprises the region 
tributary to the Great Lakes and the 
upper branches of the Mississippi Riv- 
- er system and includes Ohio, parts of 
West Virginia and Kentucky, Indiana, 
Illinois, Michigan, and Wisconsin as 
its greatest industrial area, with the 
states of Minnesota, Iowa, Missouri, 
North Dakota, South Dakota, Ne- 
braska, and Kansas as a second section 
of lesser importance. 

Compilation from the Census of 
Manufactures for 1919 shows that this 
section produced 38 per cent of the total 
value of manufactured products, had 
$5 per cent of the total capital invest- 
* ment, employed 34 per cent of the 
Y workers engaged in manufacture, paid 
- $5 per cent of the wage bill, had 34 per 
- cent of the primary horse power used 
$ are and represented 36 per cent of the 
- value added by manufacture. 

These figures show that approxi- 
mately 35 per cent of the manufactur- 
these ing of the country is done in this rela- 
and tively large area which includes the 
killed best farming land of the United States. 
fra This district has been characterized 

© by an extremely rapid expansion in 
*s, Of manufacture, which, if it continues at 
g, Of the present rate, will soon rival that 
tery of the older seaboard region. The 
stries westward migration of New Englanders 
xtent furnished a labor supply adapted to 
r for- manufacture. With the rapid expan- 
mate- sion of population and the develop- 
prod- ment of farm machinery, labor has been 
ading released from the farm for other in- 
reig® dustries. Geographical factors have 
it of played an important part in this area. 
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The Great Lakes and the Mississippi ae 
have furnished natural transportation _ 
routes along which most of the great 
manufacturing centers are located. 
Natural resources for manufacture © 
have been abundant. Flour milling, 
dairying, meat packing, and vegetable 
canning have naturally developed in 
this great farming section. Extensive 
forests have been the basis of lumber- 
ing, paper and pulp production and © . 
furniture manufacture. Thegreatcoal 
fields, particularly of Illinois and In- 5 


diana, have furnished abundant fuel. __ 
The chief iron mines of the country are © J 
in this section. Some of the largest 
copper, lead, and zinc deposits are 
located here. One of the most impor- __ 
tant factors has been the recent enor- | 
mous expansion of the automobile in- | 
dustry, which has naturally developed 
as an outgrowth of the farm machinery 
and vehicle industries. The enor- 
mously rich home market has greatly be = 
stimulated manufacture. Many prod- 
ucts are now seeking an outlet in foreign — 
markets. Every indication points to 
further rapid expansion in this district. 


The Southern Industrial District 


This district comprises the seaboard 
states of North Carolina, South Caro-_ 
lina, Georgia, Florida, Alabama, Mis-_ 
sissippi, Louisiana, and Texas, and the 
inland states of Tennessee, Arkansas, 
and Oklahoma. Compilations from 
the Census of Manufactures show that 
this section produced 9 per cent of the 
total value of manufactured products, 
had 9 per cent of the total capital in- 
vestment, employed 10 per cent of the 
workers engaged in manufacture, paid 
9 per cent of the total wage bill, had 
13 per cent of the primary horse power 
used and represented 9 per cent of the 
value added by the processes of manu- 
facture. These figures show that about 
9 per cent of the manufacturing of the — 
country is done in this section. 
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The comparatively small industrial 
development of the South has been 
due to the great plantation and slave 
system which discouraged European 
immigration, to the economic demorali- 
zation which followed the Civil War, 
and possibly to the warmer climatic 
conditions. An industrial awakening 
seems to be now under way. The cot- 
ton textile industry has been attracted 
by cheap labor, extensive water power 
and nearness of raw material. An 
iron and steel industry has developed 
based on the coal and iron ore deposits 
of Alabama. The great pine forests 
are being lumbered. The abundant 
raw materials for fertilizer are being 
manufactured to enrich the soil im- 
poverished by cotton and tobacco cul- 
ture. In the main, the industries of 
this section are closely related to the 
natural resources. But the increased 
wealth derived from this source is 
rapidly stimulating a further develop- 
ment of this region, which holds out 
bright prospects for future expansion. 


The Far Western District 


This district comprises the eleven 
western states of Arizona, New Mex- 
ico, Colorado, Utah, Wyoming, Mon- 
tana, Idaho, Washington, Oregon, Cali- 
fornia, and Nevada. In 1919, this 
section produced 6 per cent of the total 
value of manufactured products, had 
6 per cent of the total capital invest- 
ment, employed 6 per cent of the work- 
ers engaged in manufacture, paid 6 
per cent of the total wage bill, had 8 
per cent of the primary horse power 
used, and represented 6 per cent of the 
value added by manufacture. 

These figures indicate that about 6 
per cent of the manufacturing of the 
country is done in this district. 

The vast, isolar area of the far West 
has only about nine million people. 
The scattered and scanty population 
have furnished only a small home mar- 
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ket. High priced labor, long distances 
and expensive transportation have re. 
tarded development. Mining, irrigg. 
tion, and stock raising predominate jp 
the interior states. Much of the in. 
dustrial development has taken place 
in the more accessible coastal states, 
The great forests of the Northwest 
have given rise to an extensive lumber 
industry. Extensive water powers and 
the great oil industry of California 
furnish abundant fuel and power. Fa- 
vorable position for trade with the 
Orient is another factor. On the whole, 
conditions are not favorable for the 
dense populations associated with ex- 
tensive manufacturing and develop- 
ment must be relatively slow compared 
to the other great sections of the coun- 
try. 
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VI. Neep ror GEOGRAPHICAL 
ResEARCH IN ANALYZING INDUSTRIAL 
DEVELOPMENT 


This brief review of the development 
and location of manufacturing in the 
United States suggests the complexity 
of the problem and the need for mor 
research on many geographical aspects 
of the subject of particular interest 
from a merchandising standpoint. 
Manufactured products are ready to 
sell to the consumer and usually i- 
volve reaching a larger and more scat: 
tered group of customers than do crude 
or semi-finished materials. Competi- 
tion is keener in many lines. Adver 
tising is more essential where variation 
in the quality and type of goods is pos 
sible. New inventions and product 
offer opportunities for selling expan 
sion. Changes in the size or organiz® 
tion or location of industry may set 


ously alter the existing channels 
distribution. 

The possible change in the locati 
of industry is a serious problem. W 
the phenominal expansion of mam 
facture in the Middle West continue’ 


‘| tion of our large cities? 


a 


Will industry decline in the older East 
or be forced to seek foreign markets to 
a larger degree? How far can a fur- 
ther expansion be expected in the 
South? Is industry tending to decen- 
tralize and become more scattered or 
will it tend to further swell the popula- 
What effect 
will the long distance transmission of 
dectric power have? How far will the 
truck emancipate the factory from de- 
pendence on the railroads? How long 
will the fundamental resources, upon 
which many of our industries depend, 
last? These and many other questions 
can only be partially answered at the 
present time. 

The relation of climate to the most 
eficient development of manufacturing 
is one which is interesting many ge- 
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ographers. What effect does humidity, — 
daily changes in temperature, and sea- 
sonal changes in temperature have on 
the efficiency of factory workers? Will 
the north temperate zone continue _ a 
supply the larger part of the manufac- | 
tured products entering into foreign __ 
trade? Will the tropical regions ul- 
timately do their own manufacturing _ 
or will they continue to trade food and | 
raw materials in return for the products aa 
of northern factories? These problems _ 
all have a close relation to the distribu- 
tion of the future increase in the wealth 
of nations. At present every indica- 
tion points to the rapid relative in-— 
crease of manufacturing in the United — 
States and to its being the predominant 
factor in the further increase of wealth 
in this country. 
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HERE is an existing science of 

marketing. It is a science de- 
veloped after ages of struggling by in- 
dividuals to discover rules of action to 
be incorporated into their business. 
The rewards for each success in adding 
to the array of truths making up our 
present science have been survival, ad- 
ditional profits, pleasures, public praise, 
self-satisfaction, and the like. 

The use of eggs as the product to be 
studied in tracing the development of 
scientific marketing is particularly for- 
tunate. Eggs are a common food 
supply throughout the world, and are 
produced and consumed in small units. 
It is in marketing such a product that 
the keenest competition occurs between 
distributors, large and small, respon- 
sible and irresponsible, skilled and un- 
skilled. Only a small amount of 
equipment is needed, only a little cash 
or credit, and a little work. Thus 
many persons can engage in the busi- 
ness. Consumers are apparently more 
chary of permitting profit in the han- 
dling of a necessary food product than 
in the handling of non-essentials and 
luxuries. Both the producers and the 
consumers of the usual small units are 
willing to patronize small distributors 
and frequently favor them over large 
ones. 


Gap BETWEEN PRODUCER AND 
ConsuMER WIDENS 


From the earliest days of egg mar- 
keting in any community the condition 
has gradually changed from that of the 
producer and consumer combined in 
the same person, to that of the pro- 


Scientific Marketing of Farm Products Illustrated 
by the Marketing of Eggs 


By W. BenJamin 
Sales Manager and Treasurer, Pacific Egg Producers 


ducer trading direct with the consumer. 
The irregularity of supply and demand, 
however, usually led to the intrody. 
tion of a third party or market map 
who maintained a continuous market, 

From the early days of direct con. 
tact, the gap has gradually widened, 
Developments of new, widely sepa 
rated agricultural areas and the growth 
of the great centers of population have 
greatly increased the problems o 
transporting the quality of eggs at the 
time, in the quantity, and from the 
place the producer produces them to 
the place, in the quantity, at the time, 
and of the quality the consumer con- 
sumes them. Both egg production 
and consumption are seasonal as to 
quantity and quality, and are also af- 
fected by such local conditions as 
storms, and heat or cold waves. New 
methods of handling the eggs, and 
geographical designations of grades 
help to overcome the geographical dif- 
ficulties. The quantity of eggs han- 
dled in the United States has probably 


increased over 600 per cent since 1850.) 


The remarkable development of ow 
great cities has added greatly to the 
problem of distribution. The subur 
ban residential sections have been 
spreading out farther, and city apart 
ments have been rising higher and beet 
crowded closer together, and each new 
device permitting a family to live i 
less space, and yet call it a home, 
hailed as a triumph. Due to traffe 
congestion, it is impossible for house 
wives to do their individual marketing 
as they used to do, and similarly it i 
impossible for a farmer to properly do 
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his farming and also take his produce 
to the public market or peddle his 
products in the nearby city. 
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FUNCTIONAL SPECIALIZATION _at Joss. 


The limitations of human perform- 
ance, and the tremendous variety and 
number of activities pressing for at- 
tention, have encouraged almost every 
conceivable line of specialization. 

The distributers have changed their 
methods, enlarged or reduced their 
activities, merged or subdivided, been 
forced out or retired, or new ones have 
engaged in the business, due to the 
continuous struggle for economic effi- 
ciencies. 

The functions which must be per- 
formed during the full process of mar- 
ket distribution include assembling, 
grading, packing, transporting, stor- 
ing, assuming risk, financing, buying 
and selling, and distributing and al- 
lotting.' These functions will not be 
discussed here; it is sufficient to note 
the results of this specialization. 

The distributers assuming the risk of 
ownership have become naturally. and 
competitively grouped as follows: 

(1. Farmer.) The farmer who does 
the producing also performs more or 
less of the marketing functions; these 
include gathering the eggs, and fre- 
quently supplying the cases, and grad- 


| ing, packing, and cleaning the eggs. 


(2. Huckster.) When the available 
eggs are in sufficient volume, men find 
it profitable to go around from farm to 
farm, collect the eggs and deliver them 
to some assembling point. The huck- 
ster becomes a real influence for better 
or poorer eggs through his personal 
contact with the producers. 

(3. Country Store.) The country 
store is the natural medium of transfer 
for the things the farmer buys and 
those he sells. The storekeeper often 

"Benjamin, Earl W., Marketing Poultry Prod- 
wets, John Wiley & Son, Inc., New York, 1923. 
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finds that if he can attract the eggs the ei oan: 
grocery trade willcome withthem. In 
some instances, the storekeeper han- 
dies the eggs at no profit at all or even’ 2 

He frequently exerts no in- 
fluence for improved quality, and is 
thus considered by some to be a det- = ' 
riment to the egg industry. Cell 

(4. Shipper.) In communities where | 
there is an exportable surplus of eggs, 3 
the shipper assumes the responsibil-— 
ity of assembling them, locating the 
market, shipping them, and financing 
them until he receives his pay. The 
shipper frequently advertises, makes 
trips to the markets, and keeps in close 
touch with general conditions in order — 
to adjust his prices intelligently. 

An interesting method of selling by 
shippers is illustrated by the f. o. b. 
auction selling of fruits and vegeta-— 
bles. It is an inspiration to sit in . 
“call” in Chicago, New York, Boston, 
Philadelphia, Detroit, Pittsburgh, or 
other important markets, all of which sf ; 
are connected together and with the | ‘i 
California shipping points by special 
wires. The catalogue is wired from _ 
the central office a few minutes before 
the sale starts, describing the cars 
ready to be shipped, or already rolling. 
The assembled bidders at each mar- 
ket compete with each other and the — 
groups at all the other markets, the 
bids coming to each city from all the © * 
others the instant they are made. This a) 
is efficient distribution and prov — : 
an accurate balancing between supply — 
and demand, where only guess = 
prevailed before. 

(5. Receiver.) Receiversinthe mar- _ 
kets may be of the type called whole- 
sale dealers who purchase eggs in a 
wholesale quantities from shippers or 
from other receivers, or commission — 
merchants who handle eggs for others 4 
and make a commission charge for the — bs 
service. The receiver maintains an 
acquaintance with country supplies, 
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keeps the shippers notified of market 
conditions, handles the shipments when 
they arrive at the market, and with 
his direct contact with the local market 
he tries to dispose of the eggs to the 
best possible advantage. The receiv- 
ers usually constitute the principal 
membership of the city exchanges, 
and the wholesale quotations are usu- 
ally based on the prices obtained by 
them. 

Auction companies have largely re- 
placed ordinary receivers of fruits, and 
this condition is developing in the veg- 
etable trade. Cold storage warehouses 
and railroads have utilized the auction 
method of selling eggs for salvaging 
purposes very successfully for many 
years, and a few years ago the Califor- 
nia co-operative egg producers tried 
a few cars at auction. However, it 
was not until the Pacific Egg Produc- 
ers’ auction was inaugurated, that any 
systematic attempt was made to estab- 
lish auction selling of eggs, as a means 
of disposing of current offerings of all 
grades to the regular daily trade. 

Eggs have been regularly sold at 
auction since November, 1922. This 
egg auction is operated by the Pacific 
Egg Producers Co-operative, Inc., of 
New York, the sales agency owned by 
three co-operative associations of pro- 
ducers on the Pacific Coast. Cata- 
logues are published each morning 
describing the lots to be offered, and a 
sample of each lot is ready two hours 
before the auction starts. Promptly 
at the appointed hour the auctioneer 
begins to call for bids on the various 
groups in turn; bids may be received on 
the telephone if the buyer cannot be 
present. Unless the top bids fall be- 
low a minimum fixed by the sellers, the 
goods are sold to the highest bidder, 
and he has the choice of taking only ten 
cases or the entire lot, the auctioneer 
then continuing on the remainder. 
During the last season, July, 1923, to 
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April 14, 1924, they held 195 auction == 


and sold 224,500 cases; 5,899 sale 
tickets were delivered to pure 

328 customers purchased on the ay. 
tion, and the average rate of selling 
was 1,123 dozens per minute. 

A public market place is sometime 
used for the initial distribution of , 
portion of the farm products. The 
stalls or spaces are usually rented from 
the municipality and a specialized rm. 
ceiver may occupy the space, or a pr- 
ducer may bring his own produce o 
some from his neighbors, and function 
as a receiver. 


(6. Storer.) The demand from the 
consumers for a steady supply of eggs 
has made it necessary for someone to 
hold eggs from the period of seasonal 
surplus or temporary market glut to 
periods of scarcity. This has stimv 
lated the construction of large refrig- 
eration warehouses for the use of the 
storers. The warehouse owners do not 
usually own the eggs, but only main- 
tain their refrigeration service, and 
handle the packages for a fixed charge. 

The storer naturally buys the eggs 
to be stored as cheaply as _ possible, 
because eggs “bought right are half 
sold,” and the storer knows by experi- 
ence that it requires good busines 
judgment to finish the average year 
with a reasonable year’s wages. The 
storer firms up the market when he 
buys his eggs and depresses the mar- 
ket when he sells them. His is the 
“steadying” function, very valuable 
to both the producer and consumer. 

(7. Jobber.) The jobber makes it 
his business to supply the retailers with 
the qualities and quantities needed. 
He usually maintains a corps of sales- 
men to call on the retailers at regular 
intervals, collecting bills and _solicit- 
ing new business. The jobber hat- 
dies, repacks, and delivers the eggs, 
and usually advertises his brands. His 


business is based on good will and 4 
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line of customers requiring years to 
develop. 

Hotels and high-class restaurants 
in the large cities require a distinctive 
service such as particular qualities, 
special quick delivery service, and 
liberal credit. A specialized jobber, the 
hotel supply house, caters to this trade. 

(8. Retailer.) The distributing to 
the consumer is done through a vari- 
ety of agencies including chain stores, 


_ individual stores, general or special- 


2 


quent purchases. 
- ginal activities of the egg consumers are 


ized stores, peddling from wagons, 
and retail markets along the country 
roadside. The two most important 
types, the chain stores and the individ- 
ual stores, are now engaged in a keen 
struggle for the consumer’s favor, with 
the chain stores apparently gaining 
ground because of their economies and 
ability to clear their stocks rapidly. 
The final inspection of the eggs and 
the best opportunity to encourage or 
discourage egg consumption lies with 


the retailer. 


(9. Consumer.) Some housewives 
can give much less attention to the 
personal selection of the household 


food supply than others, depending on 
their other activities. 


Many purchase 
their food from bakers and delicates- 
sen shops, and others eat at restau- 
rants. Telephone ordering, retail de- 
liveries, and small storage spaces in 
the homes encourage small and fre- 
Among the mar- 


personal selection of the eggs, quantity 

purchased, transportation to the home, 
cash payments, and home cooking. 

Those distributers who do not as- 

sume ownership of the eggs while per- 

_ forming their market functions include 

transportation agents, brokers, public 

auctioneers, and the like. all 

COMPETITION 
We see these specialized distributers 


asa part of a finished structure. Many 


who believe the structure wrong think 
it is easy to throw it over and start 
anew, but one must realize that it has 
been worked out gradually by men ex- 
pert in their line. These men are 
struggling for an existence which is 
dependent upon their success in evol- 
ving and operating a plan good enough 
in comparison with the others to re- 
ceive patronage. This apparently well- 
lubricated market machine is really 
a seething struggle never at rest, al- 
ways striving for economic improve- 
ment. What we see today is far dif- 
ferent than what existed yesterday and 
what will be existing tomorrow. 

As noted in Figure I, at each step in 
the passage of eggs from the producer 
to the consumer, the prospective buy- 
er consciously or unconsciously throws 
his whole energy into protecting the 
consumer by buying the best quality 
at the lowest price, and investigating 
all available sources of supply; while 
in the same way the producer’s in- 
terests are protected throughout the 
series of sellers, each striving to obtain 
the highest possible price for the qual- 
ity he possesses. No fears or favor- 
itisms are shown; no receiver can han- 
dle the eggs passing from the shipper 
to the jobber just because he is a re- 
ceiver; he must make himself essen- 
tial. He must really make it cheaper 
and more efficient for the shipper and 
jobber to trade through him. The 
same is true with all other functional 
specialists, and in this way our market- 
ing system is maintained as it is today. 
The owners or managers of businesses 
are themselves attracted by larger 
profits or salaries in other industries, 
and this influence must be constantly 
counteracted by the economic struggle 
of industry for efficiency of manage- 


ment. 


The free choice of routes at each 
transfer point during the process of 
marketing amounts virtually to a suc- 
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cession of auctions. It is a choice of sorts are being made. The efficiency | spe 
_ psychological methods as to whether of all known methods of marketing are | _ pre 
the seller adopts the “Dutch Auc- questioned and tested, and the conclu. | eff 
- tion”’ method of starting with a high sions and experimental results are made | uw 
price and reducing until a buyer is available to the public. ma 
found, as is usually done in private Governmental and other education- | suc 
selling, or whether he adopts the usual al agencies bear the responsibility of |  fitt 
auction method of accumulating bids discovering the truths in the various | the 
at increasing prices, finally accepting demonstrations going on around us all | op 
the highest one. the time, and promulgating them. bu: 
We usually look at trading as an ac- Some of the co-operative marketing | the 
complishment of the seller, but the de- activities now so popular have origi- | cot 
velopment of chain stores with huge nated from necessity; some have origi- | lon 
demands for specific qualities and nated because some promoter has | be 
quantities has in many instances claimed wonderful results and con- | ope 
placed the emphasis on the buying, vinced a group of persons to make the | of 
both by the retailer and by the jobbers start; others have originated from a | ess 
and receivers. It is evident, as shown false pride in controlling one’s products | an 
in Figure I, that the consumer has_ during a greater portion of the market | by 
- eight choices from whom to purchase, journey, just for the sake of control- ( 
and he is continually striving to make ling. The “necessity” origin is prob- | che 
the efficiency of his buying as high as_ ably the soundest economic basis for | are 
possible; similarly the producer has co-operative efforts; efforts which fre- | sur 
; eight choices to whom to sell; the job- quently involve the participants in | ma 
ber has two choices for selling and six problems outside their own sphere of | ap} 
for buying; the shipper has three for knowledge and experience. The “ne- | An 
_ buying and five for selling. When  cessity” is usually due to the lack of | fae 
observing egg marketing one sees prac- proper functioning by the pre-existing | ist 
tically every possible combination of distributers, or to the development of | for 
traders in operation, successfully, too, a certain type of agriculture, such as | an 
and filling their niches in the array of egg production on the Pacific Coast, | thi 
combinations making up our present and which is dependent upon increas- | cry 
_ complete system of distribution. ing the market outlet sufficiently to | tur 
: ; absorb the increased supplies. In | of 
ADVANCES IN GENERAL EFFICIENCY _ some such instances, no outside distrib- | tov 
Consumers are becoming better edu-__uter is able to co-operate quite so in- ° 
cated as to the qualities and uses of timately, and with the same inspira- ot 

- eggs, and they are demanding better tion of confidence as the producers 
eggs and better service. These de- themselves. ‘ 
: “ mands are being reflected back along Co-operative marketing organiza- ent 
the line from the consumer to the pro- tions must stand or fall according to | 4s 
ducer as illustrated by the recent move- their economic functioning the same as | fol 
ment for general adoption of buying any other distributers. They may i 
ze “~ from the producers on a quality basis furnish information to assist in con- me 
; rather than the old case count basis. trolling the amount of production or |__| 
Modern market problems are now’ guide the producer in fitting his qual- int 
1 being discussed in the newspapers and _ ity of production to the needs of the are 
‘Magazines, class rooms, homes, clubs, market. Non-co-operative distributers anc 
and legislatures. Inquiries of various have partially fallen down in this re- ‘ 
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spect, and this has accounted for the 
present rapid growth of co-operative 
effort. It is not surprising that a few 
ynwarranted co-operative enterprises 
may be promoted, but these will soon 
succumb to the law of survival of the 
fittest, and the experience gained by 
the co-operators will not be lost. Co- 
operatives have as good a right to do 
business as non-co-operatives, and 
they will continue to do business until 
conditions are such that they cannot 
longer do it more efficiently than it can 
be done in some other manner. Co- 
operative marketing is merely a method 
of organization; the fundamental proc- 
esses of marketing are not changed, 
and the costs are not changed, except 
by the adoption of improved methods. 
Co-operative activities such as ex- 
changes, and associations of dealers, 
are usually formed for educational, in- 
surance, or social purposes, or for the 
maintenance of trading facilities with 
appropriate rules governing the same. 
An interesting development, due to the 
facilities offered by co-operative efforts, 
is the increase in the trading in options 
for future deliveries of eggs in Chicago 
and New York. The centralization of 
this trading and the published prices 
crystallize general opinions as to fu- 
ture values, and cause an adjustment 
of the prices for present transactions 
toward the level of these opinions. 


Spectric APPLICATIONS OF SCIENTIFIC 
PRINCIPLES 


The outstanding evidences of sci- 
entific developments in egg marketing 
as it is carried on today are the 
following: 

The survival of only the most fit 
method. 

Prices are the expression of values, 
interms of money. The prices of eggs 
are determined by their relative supply 
and demand. 

The supply factor is affected by such 


influences as the quantity and quality 
of the eggs; whether they are in strong 
or weak hands; handled through one 
channel or several, competing for the 
same outlets; whether they must be 
sold promptly and in irregular quan- 
tities or can be regulated to provide an 
even flow for sale; supply of substi- 
tutes appealing to buyers; facilities for 
holding for customers rather than forc- 
ing immediate deliveries. 

The demand factor is affected by 
such influences as rate of absorption by 
customers; anticipated future demand 
or supply; whether the brand has an 
established reputation; ability of buyer 
to hold supplies for future demands; 
buyer’s credit; confidence of buyer in 
seller; example of others buying; and 
whether previous purchases have been 
profitable or unprofitable. 

High prices encourage the marginal 
producer and seller, and discourage the 
marginal consumer and buyer, gradu- 
ally swinging the pendulum back to 
low prices which encourage the buyer 
and discourage the seller. 

The play of marginal utility in sell- 
ing eggs is complicated by the fact that 
each lot is made up of many different 
qualities of eggs on each of which there 
are different marginal utilities; and in- 
numerable items of costs must be con- 
sidered as distributive shares. 

It is customary and apparently es- 
sential in distributing eggs in a local 
market to give all customers equal op- 
portunities at the same price, even 
though the marginal demands of the 
various buyers are different. When 
shippers are trading with buyers in 
widely separated cities the use of se- 
lective prices is becoming increasingly 
difficult due to the modern close inter- 
relationship of markets. Good-will 
is so necessary in maintaining a satis- 
factory business of selling eggs that 
distributors are very chary of having 
more than one price on the same goods. 
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A monopoly in eggs is very difficult 
to successfully manipulate, even for 
specific qualities, because there are so 
many substitutes, and there is danger 
of quick stoppages of demand through 
boycotts or the natural loss of mar- 
ginal buying. 

When the supply of eggs is inade- 
quate, the sooner the price is advanced, 
the lower the ultimate level of price at 
which the demand will be satisfied. 
When the supply is in excess, the sooner 
the price is lowered, the higher the ul- 
timate level of price at which the de- 
mand will absorb all offerings. 


Tue Auction—A Mopern Mertuop 

OF SELLING 

This article is not for the discussion 
of any specific method of selling, but 
it seems so apparent that the auction, 
in many respects one of the newest 
methods of distributing eggs, embodies 
the scientific requirements for good 
selling, that the writer wishes to men- 
tion the most important of these fea- 
tures: 
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The auction, together with the sup. 
plementary work of the operators, 
fully attains the necessary steps jp 
good salesmanship: (a) attention, (b) 
interest, (c) desire, (d) conviction, (¢ 
decision and action. 

The auction is a big event in the 
market each day at a specified hour, 
It is advertised; its prices are vital to 
the whole trade; people are talking 
about it; and no buyer could forget it 
if he tried. These features account 
for the first two steps, attention and 
interest. 

The auction has a reputation for 
fair dealing; customers are usually sat- 
isfied, representatives of the auction 
explaining the beneficial features; the 
prospective buyer is induced to visit it; 
he inspects the samples and finds them 
of the usual quality; he sees others 
inspecting the samples for the pur. 
pose of buying; and as the auction sell- 
ing begins, desire and conviction on the 
part of the prospect usually develope 
in quick succession. The prospective 
customer observes the quick and fair 


Fall Receipt 
Graph Represents — ae — at New York City; 1875 to Present Time 

Percentage 

y, 


Revised from work done by author at Cornell University 


The percentages represented in this graph designate the relationships of receipts during March, 
April, May, and June, to those during October, November, December, and January. 


One hundred 


per cent would indicate that as many eggs were received during the fall as during the spring. Note 
that since 1895, when holding eggs by cold storage was becoming of importance, the percentages have 
been gradually declining. This means that the eggs are now shipped to the market as fast as they are 
laid and if there is a surplus, they are held in the storage houses on the markets. Formerly they were 
held by farmers in ice houses, cellars, salt and bran. The tendency of the curve to rise during recest 
years may be due to the increasing use of interior markets as storage centers; eggs stored in these inte 
rior markets are shipped to New York during the fall and winter, 
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play of prices up and down, and he 
finds that he can purchase as few or as 
many cases as he wishes; and the last 
aim of salesmanship—decision and ac- 
tion—is almost invariably obtained. 

The auction thus plays into the hand 
of the sales solicitor. 

The real duty of the auction is to fix 
the prices quickly, and accurately. 
The larger the proportion of the mar- 
ket’s total buying power which attends 
the auction, the more accurate will be 
the prices. It becomes the rule that 
a customer on the auction is more val- 
uable than a customer off the auction. 
The marginality of each customer is 
quite likely to be reached on the auc- 
tion if it is popular enough to attract a 
good proportion of the buyers. 

By having the buying power of the 
market centralized the sellers are able 
to more accurately determine their own 
correct price marginality. An auction 
in the hands of one knowing the facts 
relative to present and prospective 
supply and demand, places such a sell- 
er in a position to stabilize the market 
for the manifest benefit of the indus- 
try. Reservation prices and direct 
reservation of supply are frequently 
employed by the seller to offset a feel- 
ing of panic, irregular supplies, or a 
temporary decline in demand. 

No one buyer or seller nor limited 
group of them can possibly possess the 
knowledge supplied in a few minutes at 
an active auction. History is made 
there, and it is made quickly enough to 
be of use for further trading. 

The auction is very sensitive and the 


prices indicate any slight change in the — 


relative position of the supply and de- 
mand forces. 

The publicity of auction prices per- 
mits a prompt recognition of wholesale 
price changes, by the producers, con- 
sumers, and all intervening agencies, 
thus encouraging quick adjustments 


alalngtheline 


The fact that personalities are re- 
moved from good economics when the 
prices are fixed has a permanent appeal 
to most buyers. There are no favor- 
itisms at auction. 

The auction is a device for price fix- 
ing, a machine of economics. The 
writer believes that the more general 
adoption of the auction plan of sell- 
ing will be recognized as one of the 
achievements of science for marketing. 
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The Contribution of the Association of National 
| am _— ertisers to Better Present Business Practices 


Wuat Are Present MARKETING 
Practices? 


there are compara- 
tively few industrial companies 
in which there can be said to be mar- 
keting practices. There are advertis- 
ing methods, selling methods; as a 
rule—I am speaking of large and more 
advanced concerns in commercial oper- 
ations—there is pretty consistent and 
well-defined combined and co-ordi- 
nated advertising-selling practice. The 
imaginary line between Advertising 
Land and the Kingdom of Sales has 
been, is being, crossed so often that it 
is somewhat difficult to imagine that 
it was ever imagined. Go into an 
advertising executives’ convention, and 
the men will be found discussing sales 
and advertising. Go into a convention 
of sales executives and the discussions 
are concerning advertising and sales. 


CO-ORDINATION OF ADVERTISING AND 
SALES 


Twelve, ten, eight years ago, a topic 
of discussion in our general meetings 
was co-ordination of advertising and 
sales departments. About six years 
ago, while a group of A. N. A. men 
were engaged in outlining an annual 
meeting program, a suggestion was 
made that we again consider sales and 
advertising co-ordination. “Pshaw!” 
exclaimed a dynamic and clear-think- 
ing sales manager, “there’s nothing to 
discuss; the way to co-ordinate is to 
co-ordinate!”” If any man were to 
suggest the subject today, the sugges- 
tion would be received with charitable 


By Joun SULLIVAN 
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smiles—and deprecatory silence. Men 
who formerly worked only in the di- 
mension of similarities have learned to 
work also, and co-ordinately, in the 
dimension of differences in markets and 
marketing practice. 

That is a very great advance, and 
constitutes one of the principal con- 
tributions of the A. N. A. in the evolu- 
tion of scientific marketing practice. 


MARKETING PRACTICE 


But genuine marketing practice is 
not only co-ordination of sales and ad- 
vertising; it is something more. All 
the operations of a factory enter into, 
and constitute, marketing. This is 
but imperfectly understood even now 
in American business; finance and pro- 
duction monopolize to too great an 
extent the administrative capacity of 
industrial captains, instead of being 
regarded as merely functions, or de- 
partments, of business, another name 
for which is marketing; because, essen- 
tially speaking, a factory does not 
exist for production, but for marketing 
the goods produced; goods have no 
value whatever unless there is a market 
for them and unless they can be sold 
to that market, and sold economically 
and effectively. 


CREATING MARKETING PERSONNEL 


It may seem a trite and unnecessary 
thing to say, but business is men; not 
machines, not dollar bills, not trans- 
portation, but men. It is one of those 
obvious things so frequently overlooked 
because it is obvious. Perhaps it is 
because the chiefs of big business have 
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been so almost exclusively occupied 
with machines and with dollar bills 
that the sine qua non of successful mar- 
keting, viz., men, has been overlooked, 
discouraged, repressed. That this has 
consistently occurred frequently shows 
in the conversation of sales managers 
and advertising managers. 

Knowing intimately this situation, 
and that it could be changed only by 
time and the inevitable domination of 
knowledge and ability, the A. N. A. 
has, for fourteen years, been the prin- 
cipal means in the United States by 
which men serving in the marketing 
departments of industrial concerns 
have attained and acquired marketing 
consciousness and ability through mar- 
keting knowledge. Since the founda- 
tion of the Association, and espe- 
cially during the past nine years, the 
members have individually asked for, 
and have been given, many thousands 
of items of information each year 
covering’ every phase of advertising 
and selling: data relating to channels of 
distribution; marketing investigation; 
every possible activity of, or connected 
with, salesmen; methods of selling and 
of advertising; of sales promotion; 
trade-marks; legislation bearing upon 
marketing; mediums; etc., etc. 

To give something approaching an 
adequate idea of the individual data 
service rendered by the Association 
would necessitate occupying at least 
twenty-five 814” x 11” pages. Has a 
member company wanted to know 
whether or not to invest in automobiles 
for its salesmen; the Association has 
been able to give detailed and first- 
hand information for the member's 
guidance. Or how to minimize waste 
in the use of dealer helps; the member 
has received a volume of material cov- 
ering the experiences of many com- 
panies. Did a company contemplate re- 
organizing its marketing departments; 
or have any doubt on a matter of trade- 
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marking; or wish a list of publications 
revised to secure maximum coverage 
of a marketing territory at minimum 
cost; or wonder what state laws it 
might stumble into in opening up a 
new sales territory; or be considering 
the employment of exclusive agents; 
or wish a certain proposition or scheme 
investigated; or wish material for the 
conduct of a salesmen’s convention, 
for the training of salesmen; the de- 
mand has been immediately met or 
covered as quickly as possible. 

It has been exceedingly interesting 
to stand at the center of the circle of 
the A. N. A., so to speak, and observe 
the inquiries becoming increasingly 
more profound, less of a subjective and 
more of an objective character; to see 
less and less interest shown in adver- 
tising technique and the growth of a 
practically dominating interest in all 
that marketing means. 

So here is another outstanding con- 
tribution of the A. N. A. to the im- 
provement of business practices,—the 
creation of that without which compe- 
tent marketing must be impossible, 
viz., competent marketing personnel. 


CoMMERCIAL RESEARCH 


Commercial research is becoming as 
common an operation as technical pro- 
duction research. Commercial com- 
panies have, through bitter experience, 
learned to look before they leap. Re- 
search is, as a rule, thought of only in 
its “blanket” aspect,—a state, terri- 
torial or national market to be inves- 
tigated by crews of field men in accord- 
ance with an elaborate plan. The 
A. N. A. frequently investigates im- 
portant matters over a broad territory. 
For example, it is now investigating 
duplication of magazine circulation, 
parallel, of course, to a possible inves- 
tigation of whether too many salesmen 
are operating in a certain territory or 
whether there are too many retailers. 
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Diminishing returns from publication 
advertising are frequently reported, 
and both inquiries and sales are, in 
many cases, becoming prohibitively 
expensive. Another matter receiving 
research attention is the wide spread 
that very frequently obtains between 
local and foreign out-of-town rates. 
The Association has also examined in- 
to and issued reports upon such mat- 
ters as Ways of Selling Salesmen on 
the Company’s Advertising and Get- 
ting Them to Use It; Dealer Co- 
operation; Practices of A. N. A. Com- 
panies; Sales Manuals; The Use of 
Automobiles by Salesmen; Reports on 
Export Advertising and Merchandis- 
ing; Reports on Publications; and a 
great number of reports on many other 
subjects, a list of which would fill many 
pages of The Annals. 

Mention should be made here of the 
famous Research Reports of twelve 
years ago: Experiments on the amount 
of white space valuable for attention 
or isolation value; Report on experi- 
ments as to the average value of ad- 
vertisements in advertising sections of 
different sizes; Size and frequency of 
advertising; Preferred position in stand- 
ard magazines; Do different intervals 
of time between the publications of ad- 
vertisements affect their individual 
efficiency? Attention value of adver- 
tisements in various positions; Actual 
returns from advertising and results 
obtained by experiment; To what ex- 
tent do individuals read copy in adver- 
tisements? Habits of passengers in 
street cars, elevated and subway trains, 
as regards the reading of advertising 
cards. 

A vast volume of water has run un- 
der commercial bridges since these re- 
search bulletins were issued; the water 
was changed in color as its flow has 
worn the channel nearer and nearer to 
the bedrock of marketing practice; but, 
whenever, as during part of the last 
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four years, confusion of changing con- 
ditions has forced men to reconsider 
first principles or basic elements, the 
value of the research work of the 
A. N. A. twelve years ago has been 
demonstrated practically. 

But all research is by no means of 
the “blanket” variety. A large pro- 
portion of A. N. A. office research is 
of that kind which gradually builds up 
data upon data until everything worth 
knowing on the subject has been gath- 
ered; the kind of research in which 
“every little bit, added to what you've 
got, makes a little bit more”’; similar 
to the well-known British political 
method of adding precedent to prec- 
edent until ultimately an entire body 


of practice exists. 
Marks or APPROVAL 


Let me give an example of this kind 
of investigation: Thirteen years ago 
a company of competent advertising 
men, assembled in Boston, seriously 
discussed the licensing to manufac- 
turers of a mark of approval to be used 
by those manufacturers on their goods, 
their packages, their advertising lit- 
erature, in advertisements, etc. The 
mark was to be an assurance to the 
public that the licensing organization 
approved of the manufacturer, his 
product, his methods of business, and 
so forth. 

Nothing but discussion happened, 
and the “crisis’”—for the manufac- 
turer—passed. 

The idea again cropped out in the 
formation of an association in which 
the use of an emblem was permitted— 
after payment of dues—by firms who, 
during their business history, had prac- 
tised honor, rendered service, given 
quality, and thereby attained strength; 
all these business virtues being acquired 
before the firm could have the emblem 
of approval pinned on its breast by the 
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This instance of the employment of 
a mark of approval was the subject of 
plentiful discussion. 

In 1916 the idea was revived by a 
gentleman who appears to have been 
one of the aforementioned Boston com- 
pany. A brand new mark was displayed 
at a specially called—and gratis — 
luncheon, and those present were asked 
in turn why endorsement of the scheme 
should not be given. One man said: 
“Mr. , suppose you had been in 
business ten, twenty, fifty years, and 
had built your business on the basis of 
a trade-mark that had become a sym- 
bol of fair dealing, quality, integrity, 
uprightness. You would have paid 
by consistent ethical conduct, to say 
nothing of large sums of money, for 
the approval of your public, evinced 
by your having a stable and growing 
market for your goods. Under such 
circumstances, how would you regard 
a proposal that you let some associa- 
tion examine the quality of your goods 
(basis for examination undefined), give 
them and you its O. K., and allow you 
to pay for that association’s mark of 
approval, said mark to be used hence- 
forth in competition with your own 
trade-mark, and to tell your public 
what they already know—that you 
are fit to do business with them?” 

Quite evidently we were beginning 
to get down to definitions on the sub- 
ject. 

Then along came the so-called na- 
tional trade-mark; to be not merely a 
mark of origin, but to be licensed to 
any American exporter who promised 
to be good, to sell goods of a certain 
standard of excellence; although its 
promoter, the Chief of the United 
States Bureau of Foreign and Domestic 
Commerce, said the mark could not 
possibly be a mark to denote quality. 

Finally, about three years ago, a 
foreign gentleman domiciled in the 
United States promulgated the idea of 


a mark of approval—the Potentia Seal 
—to obtain which manufacturers would 
be required to put up a bond, the 
amount of which the Potentia Corpora- 
tion would have the right to cause to 
be paid to anyone who should establish 
that misrepresentation had been prac- 
tised by the grantee of the Seal. A 
portion of the proceeds from the li- 
censes was to be used for the organiza- 
tion and cohesion of the “moral forces” 
of the world! 

Here, briefly, is a thirteen-year his- 
tory of attempts to materialize an idea 
which is an economic fallacy, but was 
not, in every case, recognized as such. 
Each case was investigated and re- 
ported upon by the A. N. A. And 
finally, all the evidence being in, it was 
possible to arrive at definite and irre- 
futable conclusions; and, should the 
idea ever be resurrected, as undoubt- 
edly it will be, it will speedily be buried 
again by producing the mass of evi- 
dence that the Association has in its 
files. 


or Cost oF DistRIBUTION 


The essential aim of all the work of 
the A. N. A. is reduction of the cost of 
distribution. This aim has always 
been kept in mind in all that the Asso- 
ciation has undertaken. That is what 
has made its program during fourteen 
years a consistent one. An association 
can easily be tempted to get into side 
roads unless its main highway is clearly 


defined. 
SIMPLIFICATION 


When, therefore, the question of sim- 
plification of paper sizes came to the 
front nearly three years ago, the A. N.A. 
knew that it must take a leading 
part in solving it; on its solution de- 
pended reduction of the cost of print- 
ing. ‘To a very great extent, printing 
costs are at a high level because of the 
immense variety of paper items manu- 
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_ factured, stocked, and used in printing. 
There are even now paper mills making 
many different sheet sizes of paper, and 
also turning out comparatively small 
lots of paper because of the multiplica- 
tion of private brands, of which there 
exist about 10,000 as against about 600 
mill brands. Of paper items, paper 
merchants are carrying in stock 5,000 
to 12,000. Printers are overequipped 
with machinery. Their turnovers aver- 
age one and three-quarters annually, 
and their net profits 314 per cent. 

With such conditions how can lower 
prices be possible? The paper manu- 
facturing, merchandising, and printing 
businesses have been, and still are, be- 
devilled by too many varieties, by com- 
plexity, making operation on a turn- 
over basis impossible. 

The A. N. A. determined upon tak- 
ing the initiative to effect simplifica- 
tion; and, finding afterwards that the 
U.S. Bureau of Standards was also pre- 
paring to do similar work, joined with 
the Bureau in common with other and 
interested associations. After a vast 
amount of research and survey work, 
it was found that five sizes of book 
paper were sufficient for all general 
printing purposes, for lithography, and 
for book publishing, as well as for maga- 
zines and directories. 

The investigation included the send- 
ing out of more than 15,000 question- 
naires to the members of eight inter- 
ested national associations; fourteen 
different surveys of printed literature 
representing over 25,000 individual 
printing jobs. It was actually found 
that if only a portion of the printed 
matter examined were changed in di- 
mensions 4” to 14”, practically all 
of it could be cut from four of the rec- 
ommended sheet sizes of book paper! 

It has further been brought out that 
of the printed literature used by com- 
mercial concerns, 10 per cent to 35 per 
cent is cut to waste from the sheet 
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sizes used; and the waste of paper va- 
ries from 15 per cent to 35 per cent. 

In instances in which there has been 
a condition diametrically opposite to 
one of simplification, it has been found 
possible to reduce the paper cost 40 per 
cent and the printing cost 17 per cent. 

The test of effecting simplification 
is, at least, a five-year one. But we 
are confident that not only will users 
of printed matter benefit 20 per cent 
to 25 per cent in prices, but paper manu- 
facturers, paper merchants, and print- 
ers will make large profits and have 
far more stability than at present. 
Here is a bettering of business practices 
that affects probably an annual cost to 
business of, at least, $450,000,000. It 
even affects labor conditions in the 
paper mills, since, with manufacturing 
concentrated upon a few standard 
sizes, in slack times the mills can run 
for stock, confident of subsequent de- 
mand, thus keeping their men em- 
ployed and contented. 

There are men intimately acquainted 
with conditions in the paper and print- 
ing industries who assert that unless 
the A. N. A. had accepted the virtual 
leadership in the movement for simpli- 
fication, the movement would have 
languished and probably failed to reach 
the point it has. 

Why is this simplification necessary? 
Because the cost of distribution in the 
United States must be reduced. We 
can no longer hope for the consistent 
reductions in cost of production that 
characterized manufacturing until a 
few years ago. Here and there, as, for 
instance, in paper manufacturing, or as 
the result of an important discovery in 
a laboratory, reductions will be effected; 
but these incidental savings will not 
affect the entire volume of production 
broadly; indeed, we may rather expect 
a general increase in production costs. 

Accordingly, unless we want to lose 
our markets, domestic as well as for- 
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eign, we must reduce distribution costs. 
All methods of marketing, all channels 
of marketing, must be examined and 
re-examined. The distinct tendency 
is toward simplification and toward 
direct action and control—simplifica- 
tion of methods and of instruments, 
and a fundamental appreciation of the 
fact that marketing goods by proxy 
cannot be accompanied by the requi- 
site economy and effectiveness. 


Wuen A. N. A. Men ForeEGATHER 


Someone has said recently that the 
second largest industry in the United 
States is convening, the first being boot- 
legging. However that may be, con- 
vening has been an important means 
by which the A. N. A. has been able 
to improve business practices. Twice 
each year since it was founded the Asso- 
ciation has assembled for three com- 
plete days of business sessions, and 
frequently discussions have gone on 
until almost midnight. 

A review of past meeting programs 
will be enlightening as showing how 
gradually an advertising mentality 
largely subjective has grown and broad- 
ened into one that is decidedly objec- 
tive. It is obvious that to the degree 
that selling mentality is subjective or 
objective there will be less or greater 
grasp of objective realities in markets 
and, accordingly, slow or rapid im- 
provement in marketing methods. 

In 1911, the Association discussed 
what may be regarded as advertising 
subjects exclusively; for example, spe- 
cial editions, programs and semi-chari- 
table advertising solicitation, agency 
relations, postal affairs, circulation and 
rates, house-to-house distribution. 

In 1912, these matters again were 
given attention and there were added 
improper advertising, window displays, 
research work, export advertising, 
transportation of advertising matter, 
advertising department systems, dealer 
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co-operation, resale prices; showing 
clearly that the relative character of 
advertising to general business activity 
was being recognized. 

In 1913, there was held a conference 
with the National Association of Re- 
tail Merchants, and an investigation 
was made as to “The Efficiency of the 
Distribution Methods of Manufac- 
turers Selling through Retail Distrib- 
uting Factors.” 

In the following year, direct adver- 
tising received particular attention, 
and the connection of factory produc- 
tion with marketing of production was 
a topic of close consideration. At the 
same time, inquiries received from 
members at the headquarters office 
began to evince a distinct selling or 
marketing instead of an exclusively 
advertising character. 

Throughout 1915, such inquiries 
were in the majority, and in the gen- 
eral meetings there was marked zest in 
discussing the exchange of information 
and experiences upon: Educating the 
Jobbers’ Salesmen; Contests for Sales- 
men; Educating and Stimulating Re- 
tail Sales Clerks; Exclusive Agencies; 
Stimulating Salesmen; Remunerating 
Salesmen; Securing Co-operation of 
Salesmen; Marketing Products among 
Foreign-Language Populations in Unit- 
ed States; Getting the Dealer to Han- 
dle the More Profitable Numbers in 
Lines of Products. 

The 1916 spring meeting program 
was compiled from a questionnaire as 
to subjects for discussion prepared by 
members. Among the general classifi- 
cations of the program were: Dealer 
Service and Dealer and Jobber Co- 
operation and How to Secure It; Train- 
ing and Stimulation of Salesmen; Raw 
Material Prices; Co-ordination of Ad- 
vertising and Sales Departments; the 
Howard Bill against Misbranding; 
Trade Associations; Open Price Asso- 
ciations; One Price Policy to Both Big 
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and Small Dealers; the Employment of 
the Salesman as the Firm’s Missionary. 

The annual meeting of the same year 
sought to clear away a great deal of 
misunderstanding about publishers’ 
circulation methods, and succeeded. 
When that was done we went ahead 
with a great program of problems in- 
volved in Selling; Relations with the 
Dealer; Export Marketing. And for 
the first time was introduced The 
Factory ; Employes’ Social Clubs, Bene- 
fit Associations, Training and Educa- 
tion; “Safety First’? Methods. Here 
was the advertising man appreciating 
that every factory department is a 
sales department. 

Inevitably the meetings in 1917 
were occupied with business and the 
war, and in this connection discussions 
on Possible Readjustments in Business 
following the Termination of the War 
marked a big jump in A. N. A. busi- 
ness consciousness. Investigating the 
Market also received an _ unusual 
amount of attention. 

And then at the Semi-Annual Meet- 
ing of 1918, the program included: 
Attitude of the Government towards 
Business in General and Advertising 
in Particular—Government Regulations 
Affecting Advertising and Merchan- 
dising Policies; Advertising When Over- 
sold; How Much Does Advertising 
Affect Value of the Trade-Mark, with 
Special Reference to the Excess Profits 
Tax? How Can Present Shipping 
Conditions Be Remedied in so far as 
They Militate against Effectiveness of 
Advertising? 

The program for the Annual Meet- 
ing of 1918 was a reconstruction pro- 
gram. In the preamble to the pro- 
gram details is the following: 


In the past the departments of an indus- 
trial corporation may have had their strict 
limits, and have tended towards narrow 
specialization. Where will a continuance 
of narrow specialization place us in the fu- 


ture? As a result of war conditions, mar- 
kets have disappeared, or have been nar- 
rowed, or have expanded—prospectively, 
Outlets have changed in character and are 
changing. By and large, manufacturing 
capacity has increased and is increasing, 
How do we know that the distribution 
methods of yesterday will serve the needs, 
and under the conditions, of tomorrow? 
Are we not being forced to overhaul, to co- 
ordinate and to readapt all our machinery 
of distribution? 


So the program was an attempt to 
tie together all departments as selling 
or marketing departments, and there 
was presented and discussed: The Place 
and Function of the Advertising and 
Sales Departments in the General Or- 
ganization; The Product and the Ad- 
vertising and Sales Departments; The 
Advertising and Sales Departments and 
the Traffic Department; and Operation 
of the Marketing Departments. 

Programs of meetings in 1919 were 
of a similar objective character and 
further overhauled the machinery and 
the technique of advertising and selling 
in their relation to reconstruction con- 
ditions. 

Similar work went on throughout 
1920, as is indicated by the following 
subjects: The Why and Wherefore of 
the Present Business Situation and the 
Way Out; Facts vs. Guess Work in 
Marketing; Using Salesmen to Get 
Facts; The Questionnaire That Is and 
Isn’t; Neglected Fields in Branch Office 
Quotas. 

In the meetings of 1921, topics were: 
Fitting Advertising into Marketing 
Plans to Better Advantage—in the 
Use of Publications, at the Point of 
Sale, in Direct Advertising, in Outdoor 
Advertising, through Salesmen, by 
Means of Advertising Agencies. 

Other topics were: Where Are We 
Headed for in Marketing Costs? The 
Public Sees the Business through the 
Marketing Departments. 
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The motif of one of the 1922 meet- 
ings was “The Market—The Method 
—The Machine,” and some topics 
presented and discussed were: Basing 
Plans on Known Facts; The Way to 
Find Markets; The Law of Mental 
Sale, etc. 

The annual meeting of the same year 
dealt with the following matters: Are 
There Too Many Retailers?; National 
Advertising—Connecting the Consum- 
er with the Distributor; Selling the 
Consumer Direct; Distribution of 
Manufactured Products; Analyzing 
Distribution Costs; Modernizing our 
Trade-Mark Laws. 

For 1923: Offsetting the High Cost 
of Advertising in Publications by Bet- 
ter Advertising and Sales Methods; 
The Development of Marketing Ad- 
ministration; The Salesman and the 
Advertising; Direct Mail Advertising 


inSales Promotion, 
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Nineteen twenty-four: Present Eco- 
nomic Factors Affecting Business; Dis- 
tribution of Marketing Personnel; Sell- 
ing Advertising Plans to Salesmen; The 
Dealer and the National Advertiser; 
The Fundamentals of a Correct Sales 
Policy; The Cost of Distribution and 
Misfit Salesmen; The Relation of Re- 
search to Marketing Methods; Better 
Relations between National Adver- 
tisers and Retailers; Helping the Dealer 
to Help Himself. 

Behind the A. N. A.’s activities is 
economic force, inescapable economic 
law, a development in marketing con- 
sciousness that dictates these activities. 
That development is inexorable; its 
demands will not be denied; all we can 
do is to determine to work with and 
not against them. The direction of 
all our activities is toward reduction of 
costs of distribution through unifica- 
tion, direct control, simplification. _ 
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_pairer of shoes. 


What the American Association of eal | 


- Advertising Agencies Does to Make Advertising 


Scientifically More Effective 


By Resor 
American Association of Advertising 


TT is a rare shopkeeper i in these days 
who makes all the things he sells. 


Occasionally we find a baker, milliner, 


confectioner or a cigar dealer who 
‘manufactures on a small scale for his 


_ own trade, but these are the exception. 


The great mass of retailers carry arti- 
cles in stock which are made by others 
by processes and of ingredients con- 
cerning which they have no real knowl- 
_ This situation came into existence 
only a relatively short time ago. 
There was a time when the word “shoe- 
maker” connoted a maker and not a re- 
The shoemaker se- 
lected and bought his materials and 
completed all the processes of shoe- 
making himself, with the expert knowl- 
edge of a craftsman. He could speak 
from experience regarding materials 
and workmanship when inquiries were 
raised by intending buyers. His trade 
interest extended beyond the immedi- 
ate profit from a sale; his standing as a 
craftsman was always at stake. His 
customers were known to him person- 
ally, and they had to come to his store 
to obtain goods of his make. The 
number of types or styles he sold was 
small and their distribution was limited. 


Past AND PRESENT CONDITIONS 
The invention of labor-saving ma- 


 chinery, the rise of the factory system, 


and the development of means of rapid 
communication and _ transportation 
thinned the ranks of the craftsman-re- 
tailer almost to the point of extinction. 

The functions of manufacturer and 


on 


distributor have become more e sharply 
defined. Large establishments pro- 
duce manufactured articles so eff- 
ciently with the use of machines and 
scientific management that prices can 
be reduced beyond the ability of the 
craftsman to compete. 

Manufacturing on a large scale, by 
efficient methods combined with ease 
and cheapness of transportation and 
communication, has enabled producers 
to extend their markets over wider and 
wider territories, curtailing the activi- 
ties first, of the retailer-manufacturer, 
and next of the local small scale man- 
ufacturer. 

This change is reflected in the statis- 
tics of manufacturers. The figures 
show that in many lines the number of 
manufacturing establishments is gradu- 
ally diminishing. Consolidations take 
place and the growth of the stronger 
units makes it Jess attractive for new 
units to enter the field unless they are 
equally well set up. 

This smaller number of manufactu- 
rers doing a far larger average business 
results in a general distribution of a lim- 
ited number of better brands.- From 
these standard qualities and brands, the 
consumer may now select the product 
exactly suited to his needs and at a 
price at which competition makes it 
sure that he will find good value. You 
may go into drug stores or grocery stores 
from one end of the United States to 
the other and find substantially the 
same brands of merchandise on sale. 
Wherever you go, you may obtain your 
favorite tire or razor. 
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Contrast this choice with the former 
selection limited to the single product 
of the old line craftsman-retailer who 
produced well or poorly according to 
his individual ability. 

The energy which the retailer for- 
merly divided between distribution and 
production, now is concentrated in 
specialization as a distributor. As the 
shopkeeper has become a distributor 
for the manufacturer, a change has 
taken place in his stock. New inven- 
tions continually appearing, which fill a 
need or contribute to the ease of life 
that modern purchasing power can 
afford, have added to the list of articles 
he profitably can sell, so that today in 
place of a single item, which he made 
and sold, he now sells many, in some 
instances thousands of different items. 

Motor cars, phonographs, safety 
razors, fountain pens, modern plumb- 
ing, electric irons, vacuum cleaners, 
cameras, and radios show the variety of 
new objects which have taken their 
place in the stock of various types of 
dealers. The average grocer carries 
from 1,500 to 2,000 items; the average 
drug store from 5,000 to 10,000; the 
average hardware store from 6,000 to 
12,000. The characteristic modern re- 
tailer is one who in selling diverse 
lines acts merely as a distributor, hav- 
ing no part in the production of the 
commodities he sells. 


CATERING TO CONSUMER-MANU- 
FACTURER NEEDS 


In the type of store where the num- 
ber of items carried runs into the thou- 
sands, the dealer cannot be expected to 
know the relative advantages of so 
many items. Had he the information 
available, still he would find it unprofit- 
able to make an extended explanation 
of the merits of each, because of the 
small profit per item. His profit now 
must come from a rapid turnover, from 
many small sales ina day. At several 


ADVERTISING SCIENTIFICALLY More Errective a 125 


busy drug stores in New York the 
clerks were timed recently during the 
rush hours and found to make thirty- 
two sales an hour. With less than two 
minutes for a sale, obviously the clerk 
is limited to supplying the customer’s 
needs. This means that the customer 
must know in advance what he needs 
and must ask for it. 

How is he to ask for it? Where and 
how is the consumer-customer to learn 
what article and what make of it best 
suits his needs? Whois to provide him 
with authoritative information? As 
before, the maker of the commodity is 
the one authority in a position to know 
and to explain his product. He is in 
possession of the facts; the article now 
bears his name; his reputation is at 
stake; he must do the selling. 

The economies resulting from spe- 
cialization have split the original crafts- 
man-retailer into two, setting up in his 
place the manufacturer, producing on a 
large scale, on the one hand, and the 
retailer, distributing many commodi- 
ties, on the other. The producer is 
still the seller but today he is a manu- 
facturer instead of a retailer. 

Fortunately the need of the con- 
sumer to be sold and the need of the 
manufacturer to sell are both served by 
the same effort. The consumer on the 
one hand today cannot afford by trial 
and error to become a self-experienced 
judge of all the articles he uses. A life- 
time and a fortune would be spent be- 
fore he got half way through his list and 
then values would have so changed that 
he would have to start afresh. He must 
buy by name and reputation. Ina bril- 
liant pamphlet entitled The Backward 
Art of Spending Money, Dr. Wesley C. 
Mitchell points out the problems of the 
housewife as purchaser for the fam- 
ily. She has to buy, he says, a greater 
variety of different items than any 
single purchasing agent ever was ex- 
pected to buy—everything from stoves 
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and clothing, to food, medicines, 
amusements, and education. 

The manufacturer of consumers’ 
goods, on the other hand, must keep his 
factory going by maintaining a wide 
distribution and a continuous sale. 
The consumer is his court of last resort. 


Power or ADVERTISING 


Yet the consumer is numbered by the 
millions, and is spread from coast to 
coast. But he must be reached, inter- 
ested, and informed. 

This is the work that advertising 
does. Advertising is large-scale selling 
to command markets for large-scale 
manufacturing. 

The economies of large-scale manu- 
facturing are apparent. What—if any 
—are the economies of large-scale 
selling? 

To the consumer, it quickly supplies 
necessary information authoritatively 
about good merchandise. It is insur- 
ance of good value, for if the article is 
not good, it cannot be advertised suc- 
cessfully. To be advertised it must be 
identifiable, and if identifiable it can be 
avoided, if it is not good. The con- 
sumer need never buy it again. Adver- 
tising insures this value at a fair price 
for if the price is high, competition will 
soon force it down or take the market 
from the article, as large-scale markets 
are in too great demand to be held 
unchallenged. 

To the manufacturer, it makes pos- 
sible still larger-scale-selling, frequently 
resulting in further economics. It 
makes for permanence with its resulting 
avoidance of loss and it makes for 
stability with its advantages to both 
capital and labor. The Proctor and 


Gamble Company’s recent announce- 
ment of a guaranty of forty-eight 
weeks’ continuous work to all of its 
employes, is a striking illustration of 


which advertising 


the stability has 


made possible. 
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Two comparisons showing the ecop. 
omies within the method itself are jp. 
teresting. Toreacha single person with 
a letter under second-class postage, 
cost of paper, envelope, labor, etc., to. 
gether with the stamp, amounts to 
three cents. To reach ten million peo. 
ple in this way once a month for a year, 
therefore would cost $3,600,000. For 
about one-eighth of this amount, ap 
equal number of families can be reached 
every month for a year with full pages 
in the magazines, and these magazines 
are of a character that are read on the 
average by more than one, and prb- 
ably three persons, in a home. At the 
same time the advertising carried by 
the magazine is making it possible to 
buy, for instance, for five cents, the 
Saturday Evening Post, which is said to 
cost twenty cents a copy to produce; 
and to buy newspapers for three cents 
which would otherwise cost the reader 
eight or ten cents. 

To leave a pamphlet at every house 
in Cleveland, calling door to door, 
would cost approximately twelve thou 
sand dollars. For this same amounta 
manufacturer can buy a full page once 
a week for seven weeks in each of the 
two leading newspapers of Cleveland. 


Tue How anp WHat IN ADVERTISING 


The work of informing millions o 
prospective customers by means of the 
printed word presents quite different 
problems from that of explaining the 
advantages of an article to a single 
customer face to face in a retail store. 
A possible sale to millions is at stake. 
Every detail involved becomes a matter 
of genuine importance. This impor 
tance is further accentuated by the faet 
that the public cannot be informed by 
a single announcement. Understand- 
ing of a commodity and confidence init 
must be built. An entire program 8 
involved. Each successive message 
must reiterate the main thought of the 
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message which went before and at the 
same time must add its own contribu- 
tion toward building the full picture of 
the product in the public mind. This 
means, of course, that a very clear 
understanding of all of the conditions 
faced must be arrived at before any of 
the work is begun. A definite objective 
must be set and then each phase of the 
work planned in detail in advance. 

In the solution of this problem, spe- 
calization again determines the lines 
along which developments in advertis- 
ing work have taken their course. 

Advertising agencies originally de- 
veloped to sell space in magazines, 
newspapers, farm, and religious papers 
and to handle the work incidental to 
the use of that space, the forwarding 
of plates, etc. It was inevitable that 
in the effort to make profitable the 
space they sold to the advertiser, the 
agencies should begin to study not only 
the quantity and quality of the circu- 
lation, but the character of these pub- 
lieations as it affected the advertiser’s 
problems. The next step naturally was 
the study of the product, the con- 
ditions it had to meet in order to sell, 
its distribution, price, competition; the 
location and extent of its market and 
finally the study of the message itself. 

With a full knowledge of all of these 
factors, so effective did space become 
when used intelligently that insuring 
the proper use of space soon became the 
chief function of the advertising agency 
and the purchase of space a corollary 
in the execution of this work. 

The establishing of the necessary 
facts is not a simple problem. 

What is it that the manufacturer is 
trying to sell? To know this it is nec- 
essary to know not only the article it- 
self and its advantages, but all of the 
articles with which it is to compete; 
their advantages in price, quality, and 
reputation. What are the resistances 
to be overcome in selling the article? 
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Are they due to lack of knowledge, iner- 
tia, habit, price, style? Or does some 
positive feeling on the part of the con- 
sumer against the product itself or its 
kind stand in the way? The dealer’s 
profit and attitude must of course be 
known. 

To whom is the article sold? 

To what class or classes of the 112,- 
000,000 people is it to be sold? To 
people of what environment and of 
what income? To men or women or 
both? If the woman does not actually 
buy it, is she a factor in its choice? If 
the man does not, is he? 

Where is it sold? Where do the peo- 
ple who use it live? In what section of 
the country—in cities, small town or on 
the farm? 

In what seasons of the year is it 
sold? Are there any periods of heavier 
sale? 

When these facts are known, then 
comes the important problem—how is 
it to be sold? 

How is the consumer to be interested 
in it? To the consumer the article, 
whatever it may be, is of interest only 
as it may be the means of satisfying 
some need. He is interested not in a 
anyone’s product but in his own needs. 
How can his world be penetrated and — 
he be shown that the article in question — 
is of real interest to him? 

Not to “rationalize,” which 
James Harvey Robinson describes as 
the giving of plausible reasonswhenyou | 
do not know the real reason, but toes- © 
tablish the real answers to these ques- aM 
tions and the many more which arise - 
from them, calls for a broad and inten- _ 2 
sive study. It requires a thorough _ J 
grasp of the business situation, the get- om an 
ting of complete evidence with great —__ 
care to insure its being impartial 
often means the traveling of many 
states, the interviewing of hundreds of 
dealers and thousands of consumers, 
house to house in many instances), a 
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— 
wide knowledge of markets and how to 
reach them, and then the ability to pre- 
sent the commodity from the point of 
_—-¥view of the consumer’s needs and inter- 
ests. Then follows the actual writing 
and illustrating of the advertisements 
_ and the getting them into physical form 
in the shape of engravings and electro- 
_ types, ready for the publications; the 
_ negotiations and purchase of space, the 
forwarding of the plates to the publish- 
ers and finally the checking, auditing, 
and billing of the advertisements as 
_ they appear, and the payment for the 


space. 
QUALIFYING FoR ADVERTISING FIELD 


Years of training and experience are 
necessary to do this work intelligently. 
_ It covers many highly specialized fields 
_ of work. 
To qualify for responsible work in 
_ the better agencies it is necessary to 
have had experience in every phase of 
= “ the work done within the agency, which 
_ includes six months’ or a year’s actual 
selling experience as a member of the 
sales staff of one or more of the agency’s 
clients. The preparation for advertis- 
4 ing work now takes as much time and 
a study as the preparation for medicine 
law. One agency includes on its 
staff one hundred and twelve college 
4 =i _ graduates, five of whom hold degrees as 
doctors of philosophy. 

The term, “advertising agency,” 
a just as the word, “hotel,” is used with- 
out restriction. Agencies vary, there- 
t fore, all the way from individuals with 

“little or no training or experience to 
a a organizations of from three to four hun- 
_ dred people, comparing favorably in 

_ with the best of legal or in- 

dustrial organizations. Of the twelve 
- hundred listed agencies, probably a 
thousand are individuals doing local 
advertising for the local merchant. It 
is estimated that more than eighty per 
cent of all national advertising ve na- 
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tional is meant advertising other than 
that of local stores) is done by members 
of the American Association of Adver- 
tising Agencies. The Association has 
one hundred and thirty-five members. 


Work OF THE ASSOCIATION 


The purpose of the Association and 
the reason it was formed are stated best 
in its own constitution: 


To establish a better understanding 
and appreciation on the part of the busi- 
ness and financial world as a whole, of 
the usefulness and proper scope of 
advertising in modern business. 

To establish a full realization of the 
proper and necessary functions of the 
advertising agency and of its beneficial 
relations with advertisers and advertising 
media. 

To promote by closer personal contact 
a fuller interchange of ideas, thereby 
obtaining a clearer understanding of the 
problems of our fession to the end 
that by greater efficiency, we can better 
serve the interests of the public. 

To define and promulgate standards of 
agency recognition by which applicants 
for membership in this Association may 
be fairly and accurately judged as to 
integrity, business experience, advertis- 
ing ability, financial responsibility, and 
agency organization. 

To arrive at a mutual understanding of 
what constitutes standard agency 
tice and to establish a central advisory 
body to aid in bringing the practice of all 
members of this Association up to the 
accepted standard. 

To insure such co-operation as will 
promote excellence of service; to secure 
the benefits of a free discussion on cost 
systems with a view to giving an ever 
increasing quality and quantity of service 
without unduly increasing our cost of 
operation ; to bring out into the open full 
and free discussion of trade conditions, 
volume and needs of the trade, and to 
develop, for the benefit of all concerned, 
sound commercial conditions throughout 
the country in the hope that the posses- 
sion of accurate information with respect 
to the conduct of business, and actual 
trade conditions relating thereto, will 
benefit the advertising agency business 
as a whole, benefit business in general 
and the at 
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As a result of the efforts of the Asso- 
ciation together with the co-operation 
of the publishers, very definite savings 
have been effected in both time and 
money in the seven years since the 
Association was formed. By simplify- 
ing and standardizing the necessary 


forms for transacting business between 
the agency and the publisher, a great 
deal of time has been freed for construc- 
tive work that before was taken up in 
unproductive clerical labor. Chief 
among these improvements in forms 
are what are technically known as the 
standard rate card, now used by practi- 
eally all publishers, and the standard 
order blank, now used by the agencies. 

Before the Association took the mat- 
ter up there was such a variety in the 
sizes of both the pages and the columns 


of the various publications that large 


sums had to be expended yearly simply 
to alter the sizes of the advertisements 
to fit these different spaces. Both 
page and column sizes have now been 
generally standardized. The yearly 
saving is estimated at between two and 
three million dollars. By co-operation 
with the county weekly newspapers, 
arrangements have been perfected 
throughout large sections of the coun- 
try by which mats can be used instead 
of electrotypes, which has resulted in a 
great saving. Greatly improved re- 
sults are being secured by standardiza- 
tion in the use of inks, especially in col- 
or work. : 

sath Lon 


The perfecting and simplifying of the 
physical and technical sides of the work 
naturally come first. Such progress 
has been made along these lines that 
plans for research, which have been 
under consideration, were adopted at 
the last meeting of the Executive Board 
of the Association, and the work will be 
begun by fall. Quantitative analyses 
of the circulation of practically all pub- 
lications are available in great detail. 
One of the first studies to be taken up 
by the Association in its new program, 
will be qualitative analysis and a study 
to throw more light on the duplication 
of circulation. Surveys of city and 
outside trading areas to secure a further 
knowledge of relative incomes as in- 
dices of markets will be made as soon as 
possible. 

These studies will take months, many 
of them years. It is hoped that they 
will be productive in three ways: first, 
that they will establish some positive 
facts of value; second, that the united 
study of non-competitive problems 
common to the entire industry, the 
time which otherwise each agency sep- 
arately would have to devote to these 
problems will be saved for the study of 
specific problems affecting specific com- 
modities; and third, that work of this 
kind conducted by the Association will 
do something to make more general a 
studious approach to advertising prob- 
lems that can be solved only by inten- 
sive study. 
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HE United States is not a single 
; market. It is, rather, a collection 
* of markets which have certain factors 
in common. With 110 million people 
spread over three million square miles 
of territory, the country is the most 
populous area on the planet having no 
customs tariff, or serious commercial 
barriers between its parts. There is 
a common business language, there is a 
_ uniform currency and a single mone- 
tary system. The states are closely 
_ knit by transportation facilities and by 
_ telegraph, telephone, and radio com- 
- munication; interstate trade is under 
. uniform legal jurisdiction, and the 

state legal systems have a certain 
Fs _ degree of similarity. Throughout the 
country, commercial customs are, in 

the main, similar, and there is a fairly 

well unified distributing mechanism in 
every important trade. 


Compiexiry or Facrors Market 
STUDIES 


But, notwithstanding these common 
factors, the country cannot safely be 
- treated as a unit in market studies. 
_ There are few studies in this field which 
are not obliged to take into account one 

_ or more of the non-political bases for 
subdivision of population. These are 
Numerous as the whims of human 
impulse, but often they are more pow- 
erful commercial influences than na- 
_ tionality. The markets for some prod- 
ucts are determined by the economic 
_ status of the people. Silk underwear, 
_ for instance, may be ever so much 

desired, but for most people, under 
present circumstances, it is a Be 


«Statistics in Market Studies 


By Pavut T. CHERINGTON 
Director of Research, J. Walter Thompson Company, New York City 
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markets rest on habits and customs, as 
for example, market preferences for 
brown eggs in Boston and for white 
eggs in New York. Others are de- 
pendent on prejudices, such as those 
which account for the difficulty of 
selling certain cuts of meat. Climatic 
conditions are another factor; mufflers 
and ear tabs sell briskly in New Eng- 
land, and not at all in certain other 
sections of the country. Racial in- 
fluences are among the strongest 
factors determining markets. The 978 
foreign language newspapers published 
in the United States bear evidence of 
the importance of racial cleavages. 
The composite nature of the population 
is illustrated by this as it is also by the 
more familiar facts that in New York 
City there are more Irish people than 
in Dublin, more Jews than in Jerusa- 
lem, and more Italians than in Rome. 
Over one-tenth of all the Jews in the 
world live in New York City (1,600,000 
out of 14,000,000). The total popula- 
tions of Buffalo, San Francisco, and 
Pittsburgh combined about equal this 
racial group in New York City. This 
group is almost as large as the whole 
city of Philadelphia and twice the size 
of Boston or St. Louis. The Italians 
in New York (over 800,000) outnumber 
those in Rome and are served by 1,933 
grocery stores and 204 drug stores— 
more than all the stores of these classes 
in some entire states. Buffalo has 
218,000 Polish people, which is nearly a 
quarter of the population of Warsaw. 
The foreign born population of the 


United States is one-fourth of the 


total and in New York State the for- 
eign born is one half. Over 70 per 
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cent of the population of New York 
City is either foreign born or of foreign 
parentage. 

The United States has about one- 
quarter as great a population as Europe 
in an area approximately equal. The 
chief contrast is that our races are 
mixed together in 49 states, while those 
of Europe are held separate by lan- 
guage and other factors in 41 countries. 

It is seldom that any one of these 
motives determining markets operates 
alone; although it is not uncommon for 
one to stand out conspicuously above 
the others as a controlling influence. 
Moreover, there are none of these 
effective restraints on markets which 
can be regarded as permanently oper- 
ative. All market studies are confined 
largely to the present tense. 

The market for snuff gives a concrete 
instance. The output of snuff in this 
country is about 38 million pounds a 
year, and it is increasing. Scottish 
and Norwegian snuffs are sold among 
the peoples descended from those two 
stocks, illustrating racial influences. 
The mountaineers of Kentucky and 
Tennessee still pursue the habits which 
were general a century ago, illustrating 
the influence of established habits. 
Climatic influences also doubtless have 
something to do with it. But the 
present limits of the market may be 
only temporary. The mournful litera- 
ture of a century ago is full of sorrow 
over the spread of the snuff habit 
among women very much as our own 
scolds at the spread of the cigarette 
habit—regarded by many people as 
more harmful and more disgusting 
than snuff-taking. Similarly, the an- 
nual output of plug tobacco, which 
amounts to over a pound for every 
man, woman, and child, is at present 
confined to consumption by a relatively 
small part of the population. It may 
spread to Fifth Avenue and other 
select circles now using other forms of 
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tobacco; but for the present, its market 
is mainly among men who spend most 
of their time out of doors. 

Any form of technical equipment 
such as machine tools offers an ex- 
ample of a product whose market is 
determined by the nature of the article 
and the uses to which it may be put. 
No great social change is likely to 
affect materially the influences which 
determine the actual or potential 
market for such products, nor do many 
of the other factors determining the 
markets for consumers’ goods. Eco- 
nomic depression may postpone pur- 
chases and competition may cause 
shifts from one specific machine to 
another, but the market remains fairly 
stable and can be measured by almost 
purely quantitative standards. hah. 

GavueGine SALes Quoras 

The complexity of the market factors 
and their constant shifting make the 
sale of consumers’ goods peculiarly 
dependent on influences beyond inter- 
nal control. Plant expansion, the 
acceleration or retarding of the rate 
of production, the direction of sales 
pressure, and all the other internal 
adjustments which must be made fol- 
lowing shifts in the market (whether 
those shifts may be natural or induced) 
all require time. A change in a market 
may occur almost overnight which 
necessitates months of work before 
production is adjusted to it. Con- 
versely, changes in conditions of 
production have sometimes produced 
changes in markets which have been 
long in working out. The inter-rela- 
tion between the problems of produc- 
tion and marketing have grown more 
intimate year by year. A relatively 
short time ago almost any manufac- 
turer could sell goods up to the capacity 
of his plant by appealing to any con- 
venient portion of the possible market. 
But, with the growth of plants, in both 
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size and number, the sharpened com- 
petition with other producers of similar 
products, substitutive competition, and 
the increased scattering of response due 
to multiplied pressure, it is no longer 
possible to depend on getting adequate 
results from efforts to reach a market 
without a factual background. 

All modern business enterprises rec- 
ognize this side of the sales problem in 
one form or another as a result of 
competition. Quotas commonly are 
set for the sales force, based not merely 
on the total number of inhabitants, but 
with due regard for the variations in 
habits, or other qualitative factors. 
For many years the National Cash 
Register Company could base its sale 
quotas on the ratio of 1 to every 400 
inhabitants. But such rough approxi- 
mations no longer suffice in highly 
competitive markets. 

Similarly, advertising plans and the 
corresponding selling operations in- 
volve an increasing use of qualitative 
studies of markets and the means for 
reaching them. A short time ago an 
advertising agency made an analysis 
of the circulation of 44 magazines in a 

- western city of about 500,000 inhab- 
itants. By classifying the income 
groups and checking the subscription 
lists by occupations as ascertained 
from local directories, it was possible 
- to get an idea of the subscriptions by 
occupational groups and by approxi- 
mate economic status. The figures 
thus obtained have proved to quite 
closely parallel actual figures for na- 
tional circulations in instances where 
these were available. By such meth- 
ods the qualitative factors in circula- 
tions may be gauged in buying maga- 
gine advertising space. 

There is scarcely an advertising 
campaign, or a selling plan of first 
- magnitude now operating, which has 
= back of it at some stage a study 
of the market to determine not only the 
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number of actual or potential cus. 
tomers, but to get as good an idea as is 
possible of who they are, what their 
economic status is, what their buying 
habits and practices are, and what 
control their purchases of the goods to 
be sold. When advertising is involved, 
these data are supplemented by studies 
of the means of putting before these 
people in the most effective way those 
ideas about the merchandise best 
designed to convince them of the 
merits of the merchandise and its 
adaptability to their use. In this way, 
not only has advertising become an 
activity far more constructive than 

re “puffing,”’ but the whole process 
of marketing with which it is allied has 
been freed from many wasteful ele- 


ments of chance. 


Meruops oF INVESTIGATION 


The technique for conducting such 
inquiries has been assuming more 
definite form from year to year. Some 
generalizations about working methods 
now in use are now possible when the 
activities of some of the leaders in 
this field are examined. 

The investigations which are con- 
ducted by advertising organizations 
for the purpose of collecting data on 
which to base advertising plans fall 
into two main classes: 

(1) Those which are designed to 

produce simple facts. 

(2) Those which are designed to 
yield collections of opinions 
or judgments of considerable 
numbers of people. 

Generally speaking, the first type can 
be cast in the form of questions calling 
for categorical answers. The second, 
in contrast, involve more or less com- 
plex or qualified answers based on 
human views or reactions. These 
two types of inquiry merge into each 
other and they may even be carried 
on side by side; but in discussing them 
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there is an advantage in keeping clear 
the underlying distinction between 
them. In the first type, the emphasis 
is mainly on the quantitative aspects 
of the investigation. If, for example, 
a given food product were under in- 
vestigation, one of the first points to 
establish is how many people there 
are who either do, or can, use the 
product ; and not until some conception 
of this mathematical fact is in hand, is 
it feasible to evaluate properly the 
supplementary data reflecting the more 
detailed opinions or judgments which 
are the result of habits or other quali- 
tative factors. 

For investigations in quest of factual 
data, the procedure is in the main 
comparatively simple and direct. In 
determining the field for investigation, 
the problem is largely one of numbers; 
the questionnaires designed to bring 
out data from the field once selected 
ordinarily are simple and short, asking 
for straight categorical affirmative or 
negative answers; the actual gathering 
of these data also is relatively simple, 
the factors involved being mainly 
those concerned with securing a large 
number of answers cheaply, quickly, 
and impersonally; and the final tab- 
ulation of the material after it has 
been collected usually is equally direct 
and free from serious complications. 

The second type of investigation, 
covering opinions and judgments on 
which decisions about consumer pur- 
chases may be based, involves much 
greater complexity in each of the four 
essential steps. 

In the first step, determining the 
field for investigation, great care is 
necessary in the selection of repre- 
sentative sample groups. To a certain 
extent, it is possible to make good use 
of existing selections. For example, 
the subscription lists of magazines 
often present the result of a process 
of natural selection which has been 
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going on over a period of years, so — 
that by taking into consideration the 


character of the magazine it sometimes 


is possible to get a fairly well-chosen _ 
sample group. Similarly, there is a 
certain amount of selection repre- | 
sented by some types of previous pur- © 
chase. Owners of high-priced auto- 
mobiles, for instance, may be assumed 
to be a reasonably well-selected group __ 

for other high-priced purchases. 


In addition to existing classifications, 


however, it is necessary, when much _ 
work is conducted by field investiga- 
tions, to develop arbitrary, new classi- __ 
fications of sources which may be _ 
carried over from one investigation to | 
another without too great modification. — ‘8 
The grouping of population by incomes, 
by occupations, by economic strata, or _ 

by other standards, serve a useful 
purpose. One organization, to use a 
concrete illustration, has found it _ 


desirable to set up arbitrary classifi- ie a 


cations of families to be followed by 
its investigators working on house 
to house inquiries. This classification 
which sounds general and descriptive, 
but works satisfactorily in practice, 
is as follows: 


Class A. Homes of substantial wealth 
above the average in culture 


ss that have at least one servant. 
wna The essential point, however, in 

ss this class is that the persons 
ss interviewed shall be people of 
intelligence and discrimination. 


Class B. Comfortable middle class homes, 
personally directed by intelli- 
gent women. 

Class C. Industrial homes of skilled me- 
chanics, mill operators, or petty 
trades people (no servants). 

Class D. Homes of unskilled laborers or in 


foreign districts where it is 
tase difficult for American ways to 


penetrate. 


Again, when the distributing mecha- 
nism is the subject for investigation, 
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it may be necessary not only to work 
- out classifications by trades and by 
types of business such as wholesalers 


so as to secure the truthful answers 
with a minimum of distortion due to 
self-consciousness on the part of those 


and retailers, but also to set up stand- answering them. At the same time, : 

ards of classification within these it is necessary so to plan the question- | ‘ 

groups. The following descriptive naires as to keep the way open for ; 
_ classification of retail stores has served obtaining any unusual reactions, thus 

a useful purpose in helping investi- avoiding deadening or deceptive stand- ‘ 

gators to appraise data collected in  ardization. 


field investigations: 


Class A. Stores of manifest excellence in 
their respective lines, giving 
courteous and intelligent service 
and catering for the most part 
toa diseriminating clientele. 
volume of business done is 
of minor importance. 
Class B. Efficiently managed stores cater- 
ing to a clientele the majority 
wo. of whom are people of moderate 
aa herent means and at least ordinary 
intelligence. 
Class C. Slip-shod stores doing business for 
the most part with slip-shod 
people. The clerks in these 
stores frequently are limited in 
 gutlook and except on a ques- 
tion of distribution are not as a 
worth interviewing. 
Class D. Not necessarily inferior to Class B 
r and Class C, but of a different 
type. Class D stores are found 
foreign districts where it is 
ss difficult for American ways to 
ss penetrate. Unless the investi- 
gator has trustworthy knowl- 
ss edge of the language spoken in 
ss the «district and of the local 
customs of the community 
group, he should be wary of 
visiting these stores, as he is 
more than likely to be entirely 
: 
misled by appearances and 
arrive at unwarranted con- 
clusions. 


In the second step, the preparation 
of questionnaires, this more complicated 
type of investigation calls for careful 
a _ planning. This involves not only care 
in the selecting of strategic facts, but 


In the third step, the collection of 
data, for this type of inquiry, the work- 
ing methods need to be carefully 
chosen in order to insure securing 
enough material to make the result 
representative without collecting more 
than is necessary for insuring accuracy. 
Personal visits to those whose reactions 
are sought are the most thorough, and 
in many respects the best method of 
procedure; but this method is costly, 
slow, and under ordinary circumstances 
yields relatively small number of data. 
The facts thus gathered also have the 
disadvantage of being constantly in 
danger of modification by the personal 
reactions of investigators. Mail in- 
quiries will yield reactions from large 
numbers and are thoroughly imper- 
sonal; in fact their impersonal character 
is one of their chief drawbacks. Com- 
binations of these two methods, or 
perhaps combinations of these with 
still other methods of investigation, 
make it possible to get enough reactions 
to be representative, and at the same 
time to insure responses which are 
significant. 

In the fourth step, the tabulation of 
data, once obtained, this more com- 
plicated type of investigation makes it 
impossible to set hard and fast rules 
which are uniformly applicable. In 
brief, it may be said that it is necessary 
to conduct the work of tabulation in 
such a way as to insure accuracy while 
at the same time preserving such per- 
sonal or individual qualities as are 
likely to be useful in interpreting 
results. 
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| 
also in the formulation of the questions 


These concrete illustrations of work- 
ing method serve to give point to the 
statement previously made that the 
studies of markets which have become 
an integral part of marketing plans 
have raised modern sales operations 
to a new level of certainty and definite- 
ness. Statistical methods as applied 
to marketing need the refinements 


on 
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that can come only from practice; 


but a long step was taken when the 
need for statistical facts was recog- 
nized. Sound practice in this difficult 
statistical field cannot be expected 
to become general instantly, but the 
task is being undertaken with serious- 
ness and with a clear recognition of ou 
sound statistical principles. 
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N order that this topic may be de- 
veloped in a logical manner and 
reach a clear and defi conclusion, 
_ it is neccessary to set forth roughly the 
_ various stages in the march of distribu- 
tion so that the origin of its demands 
upon chambers of commerce may be 
understood. 

Whether it be assumed that distribu- 
_ tion is the servant or the master of 
_ transportation does not matter, since 
_ each hand washes the other and neither 
of them is conceivable without the 
other. Hence, as the porter was suc- 
ceeded by the pack-horse, as the pack- 
_ horse was succeeded by the Conestoga 
Bi wagon, and as the Conestoga wagon 
was succeeded by the railway, we find 
plainly marked steps in the develop- 
ment of distribution. 
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The porter needed not even a trail 
although a trail would have helped 
him; the pack-horse needed only a 
trail although a good road would have 
helped him; and the Conestoga wagon 
v could and did negotiate the poorest 
kinds of roads and unbridged streams 
ae although a paved highway and bridges 
would have been an advantage. Un- 
oe til the introduction of railways, the 
aoe of commodities in the Uni- 
ted States was largely a series of hap- 
hazard events and no intelligent study 
of distribution or its demands was prac- 
_ ticable or even possible. 
It is inconceivable that there shall 
_ be any distribution without some ele- 
of transportion, since distribution 


GRADUAL DEVELOPMENT oF CHAM- 


Modern Distribution Demands upon the 
Chamber of Commerce 


By H. Barnes 
Formerly President of the United States Chamber of Commerce 


is 


is neither more nor less than the trans- 
fer of commodities from one ownership 
to another and the development of so- 
ciety has been preceded by and accom- 
panied necessarily by more compli- 
cated methods of distribution, which 
are associated with more effective and 
economical means for conveying com- 
modities from one place to another. 
Any permanent social development 
presupposes the concentration of the 
population into smaller areas, and as 
this process continues the family hut 
becomes a collection of huts called a 
village and the village becomes a city. 
With this centripetal tendency came 
the need for bringing supplies from 
greater distances. With the family 
hut as the center of activities, journeys 
seldom are necessary except for hunting; 
with the village the plantation may be 
somewhat removed, but it is sufficient 
unto itself and the problem of distribu- 
tion as we know it has no existence; 
but a city cannot be maintained with- 
out bringing supplies from considerable 
distances and for this purpose distribu- 
tors are needed. 

Here we arrive at an aphorism which 
it is well to remember: The greater the 
distance, the greater the number of dis- 
tributors. 

In cities of ancient times the desire 
for luxuries had not been much devel- 
oped. Rare, exotic products such as 
silks or jewels, although used by only a 
few of the most powerful or wealthiest, 
probably were the first cause of any 
great development in _ distribution. 
Food of perishable character or of 
considerable rarity was unprocurable 
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except by impracticable methods be- 
cause the means of transportation were 
primitive, and even the existence of 
what was produced in other countries 
was unknown generally to foreigners. 

Probably the first aggregations of 
merchants are to be found in the “ mar- 
ket days,” which survive now among 
savage races and which grew into such 
great assemblages as the fairs of Nizhni 
Novgorod and Leipsic. To _ these 
fairs producers carried their goods over 
long distances, and merchants traveled 
long distances in order to purchase for 
re-sale. Unquestionably the demands 
for transportation led to the develop- 
ment of better transportation facili- 
ties. Horses and mules were stationed 
for hire along traveled routes. Wagons 
of comparatively large capacity were 
moved on a rough schedule, and all of 
this presupposed the need for organi- 
zation. In the concentration of goods 
in market places and fairs some shelter 
became desirable, and these shelters 
were erected sometimes by the citizens 
of the community, but often by the 
visiting merchants; and as organization 
begets organization these merchants 
found other reasons for co-operation, 
including, of course, mutual protec- 
tion. Undoubtedly there was an 
early tendency to agree upon prices in 
order to prevent destructive competi- 
tion, but this brought its own pun- 
ishment through the invitation to 
competition by other places, and an 
investigation of price relationships 
and fluctuations in barbarous lands 
very likely would show no more seri- 
ous dislocations than in the markets 
of the United States. 

Any organization of local merchants 
and producers is a chamber of com- 
merce in embryo, and contains the seed 
of such organizations as we are famil- 
iar with. It will work toward better 
roads, toward the lighting of streets, 
toward the safety of life and property, 


toward the building of hotels, and to- 
ward better government. These rep- 
resent primitive needs as well as the 
needs of the most enlightened and com- 
plicated communities. 

Any improvement in a city or in the 
means for reaching it is an inducement 
to people to go there, and the greater 
the number who go there the greater 
the opportunity of the commercial _ 
classes to conduct a profitable busi- — if 
ness. A chamber of commerce is com- _ a 
posed of its commercial classes as well | oe 
as of other citizens who are interested av 
in the development of a community. _ 
Its character is a true reflection of its: 
membership, since its membership is e 
dominant and has the power to i 
its reasonable decrees. Ifthe member- _ 
ship is ambitious the chamber of com : 
merce will be active in giving effect to 
the aspirations of its membersbip. 


Variety OF DEMANDS 
An almost infinite variety of demands | 
upon a chamber of commerce may be — 
exerted by its members engaged in dis- 
tribution, most of which will react as 
benefits to the community at large and 
the most important of which can be 
traced to “attempts at improving re- 
lations between distributors and their 
customers.” Even when applied to 
the largest cities this phrase is not in- — 
appropriate, but its most intense sig- 
nificance is found in towns and cities 
of small and moderate size where we 
find the mutual dependence of retail 
buyers and sellers of extraordinary im- | 
portance. 
This fact is being recognized with 
increasing understanding and is mani- _ 
fested in the closer relations between _ 
farm bureaus and chambers of com-— 
merce as the need is disclosed for tying 7 
the surrounding population to its 
nearest central market, both to sell its 
produce and to supply not only its or- 
dinary requirements for groceries, cloth- 
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ing or house furnishings, but for such 
- entertainment as moving pictures, con- 
certs, and lectures. This demand of 
_ chambers of commerce by distribution 
_ is mentioned first because it is an aspect 
which has been neglected in a large 
measure, but which now is a subject of 
general interest. 
‘There are many ways in which this 
aroused interest is shown, and one of 
the best is ready at hand; it is known 
as “The Neosho Plan,” because it 
originated in a town of that name in 
_ the state of Missouri. Designed orig- 
— inally to induce the farming commu- 
nity to come to town for its purchases, 
it has resulted in raising the standards 
of merchandising practice, of improv- 
ing the character of the advertising and 
of inducing many improvements of a 
physical nature which have in them- 
selves strengthened the ties between 
the merchants and their customers. 
The old idea of a chamber of commerce 
as a handshaking organization, in- 
tended principally for “boosting” and 
for increasing the population of its com- 
_ munity, has given place to the practi- 
_ eal and practicable purpose of making 
:. _ the community better, both for those 
ee who live in it as well as for those 


who do not live in it, but who should 


two towns or cities resemble each 
other precisely, and at the extreme 
ends of the scale they differ profound- 
ly. Because of this the reasonable dis- 
. tribution demands of one chamber of 
commerce will be quite different from 
those in another place of the same size. 
_ In these days when farmers have suf- 
fered so much from the fall in values fol- 
lowing the high war prices, chambers 

of commerce have found a new form of 
activity in the advancement of funds 

to reliable farmers for the improvement 

of their live stock or to facilitate a 
greater diversity in their crops. Evi- 
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dently, assistance of this kind might 
not be at all appropriate to a town or 
city of the same size located in a dis- 
trict given up to coal mining, but it ex- 
presses a principle which can be ap- 
plied to any district no matter what 
industry may be predominant. 

An objection may be felt that this 
form of activity is not due to a distribu- 
tion demand upon a chamber of com- 
merce, but it is unqualifiedly due to 
that force. We have seen many recent 
instances and arguments that a nation 
or a community can buy when they 
cannot sell. But in the last analysis 
it should be evident to the lowest form 
of intelligence that a farmer who has no 
product which he can sell for money 
will have no money with which to buy 
the commodities which merchants have 
for sale to him. It is the chamber of 
commerce acting for its commercial 
members which may exert the greatest 
influence and perform the greatest serv- 
ice in meeting these demands. 


STANDARDS 


Space is lacking in an article of this 
kind even to mention many of the de- 
mands which chambers of commerce 
must fulfill for its distributive mem- 
bers; but there is a class of almost su- 
preme importance, since it embraces 
those elements known as the ethics of 
business, or, in common speech, hon- 
esty, truthfulness, fair dealing. Many 
agencies are at work on these subjects, 
but the time has arrived or will arrive 
very soon when chambers of commerce 
must be regarded as the best medium 
for upholding and enforcing through 
the demands of a majority of its 
members the highest standards of busi- 
ness practice. Many merchants, and 
amongst them some of the greatest mer- 
chants of the United States, are united 
in condemning all forms of misrepre- 
sentation, and the effect of this is grow- 
ing. But the frequent introduction of 
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be taught to rely up for certain | 
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bills in Congress and of city ordinances 
proposed for the purpose of preventing 
it proves that the canker-worm of un- 
fair competition still may be found 
burrowing into the vitals of our com- 
mercial life. 

Unfair competition takes so many 
forms that it would be difficult to de- 
scribe all of them, but they divide 
themselves roughly into two classes: 

(a.) Those indulged in by resident 
merchants. 

(b.) Those practiced by transient 
merchants. 

In class (a) are to be found principal- 
ly such offenses as untruthful advertis- 
mg and the misrepresentation of mer- 
chandise, while in class (b) not only are 
the conditions of class (a) duplicated 
but almost any sort of rascality may be 
discovered. I need mention only a few 
like “‘fake auctions,”’ the sales of goods 
by house-to-house canvassers on which 
a part payment is collected and the 
goods never delivered or an inferior 
quality substituted. Although 
tempts have been made to regulate un- 
fair competition by state legislation, 
this plan has not been successful very 
widely because of the too drastic char- 
acter of many of the measures which 
have been enacted. In the records of 
litigation many of the decisions declar- 
ing these laws unconstitutional state 
that their purpose is to prevent even 
fair competition when carried on by 
non-residents of the particular commu- 
nity involved. 

A time will come, and it may not be 
very distant, when suitable legislative 
measures will be designed to check un- 
fair competition, but in the meantime 
it creates a demand upon chambers of 
commerce by their members for some 
form of activity which will check, if not 
entirely destroy, the methods and prac- 
tices of which honest merchants com- 
plain justly. We must not forget that 
the movement known as the “Better 


Business Bureau” has shown the way | 
to cause at least a modification of the __ 
more flagrant offenses; and a persistent — 
attack by a chamber of commerce com- © 
mittee, reinforced by good legal advice, _ 
will induce a strong and immediate ~ 
tendency toward not only the discour- 
agement of unfair practices but the en- 
couragement toward higher ethical — 
standards. 

In periods of prosperity the study of 
wasteful methods is likely to be for- _ 
gotten or neglected in the struggle to 
do more business. Itseemstobeeasier _ 
to sell larger quantities of merchandise 
than it is to discover less costly meth- | 
ods of doing business. Evidently the ae 
profit may be the same when a less ig the | 
quantity of goods is sold with less costs =e 
of selling them as compared with the 
sale of a larger quantity at a higher cost fa! a 
of distribution. Much of this waste is sae 
due to a lack of co-operation among ah a 
business men. Although the local de- 
liveries of merchandise do not represent — 
a very large percentage in the costs of ; 
doing business, even when each mer- 
chant performs his own deliveries, 
there is an evident waste when three or 
four wagons make deliveries to the __ 
same retail customer, and through the © 
chamber of commerce there is pre- | 
sented a means for arousing the co-op- 
erative spirit of the members by a 
study of the possibilities for economy in — 
some form of centralized operation of 
delivery. 

Another form of co-operative effort 
which is appropriate to the work of ay 
chambers of commerce is found in a 


sensible arrangement of business hours, _ 
holidays, and vacations, in order that 
the public may be served conveniently yee 
and economically; that the health and 
recreation of employes may receive i : 
just consideration; and that employers 


shall not suffer from onerous and un- 


necessary conditions. Excessively long ‘ +4 
business hours and inadequate vaca-_ 
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ee tions often are the result of an exagger- 
ated state of competition. This yields 
most readily to an enlightened compre- 
_ hension of its folly. Small communi- 


a to the question of business 
- hours. Here is disclosed plainly a de- 
Ae mand of distribution on chambers of 
ge commerce which cannot be supplied so 
effectively by any other organization. 


CoMPLEXITY OF PROBLEMS 


As villages grow into towns and 
towns grow into cities, the problems of 
_ chambers of commerce increase in com- 
; plexity. Whereas in a small place, all 
_ of the merchants taken together do not 
exceed 25 or 30, there is no reason or 
opportunity for grouping; but when 
these 25 or 30 become 250 or 300 there 
oe is a natural tendency for a separation 
more or less definite between the re- 
-_ tailers and the wholesalers, and when 
the city is a center of production the 
- manufacturers also have their prob- 
lems. Usually the demand upon the 
We chamber of commerce is manifested 
first in a retail-section which is not op- 
posed in any way to the interests of the 
other members of a chamber of com- 
merce, but is formed merely for the 
purpose of giving intelligent study to 
the retailing problems of the member- 
ship. There has been some tendency 
to regard the organization of retail bu- 
reaus or sections as something in the 
nature of a “split,’”’ but in most in- 
stances more reasonable counsel has 
prevailed and the retail bureaus have 
performed a real service within the 
chamber of commerce quite as much 
for the benefit of the whole body as for 
the retailers themselves. 
As competition between localities 
becomes more intense through the wid- 


ening spheres of their influence and 
the improvement of communications 
through automobiles and better roads, 
the pressure is manifested by such ef- 
forts as “Buy at Home” campaigns. 
These are justified on many grounds, 
not necessarily because people should 
buy at home under all circumstances 
but because a well-conducted campaign, 
either for exploiting the “buy at home” 
idea, or to arouse interest during a dull 
season, or to stimulate the competitive 
instinct in merchants to improve their 
window dressing, or the arrangement 
of their stores, presupposes a wide- 
awake community which is alive to the 
need for enterprise and push in the 
management of its community affairs. 
Chambers of commerce are the nuclei 
and the machinery of such activities 
and they constitute one of the great 
demands upon commercial bodies, the 
activity of which is indicated by the 
success with which it carries the mes- 
sage of its members. 


PosstBLeE STATISTICAL WorkK 


So much information is needed by 
distributors in these days of fluctuating 
prices and intense competition that it 
is somewhat hard to decide what rela- 
tion the chamber of commerce bears to 
this subject or how far it may be ex- 
pected reasonably to go in the collec- 
tion of statistics for its members. Re- 
tail prices are fairly well collected by 
the Bureau of Labor Statistics in Wash- 
ington; wholesale prices are procurable 
through the trade papers and the trade 
information contained in the great 
daily papers. The collection of figures 
on the quantities produced, on hand 
and sold of various commodities peri- 
odically, is still in an immature state. 
Since it is not practicable for chambers 
of commerce to collect these figures, 
they need here no further mention, im- 
portant as they are. 

There is another class of figures 
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| which has been neglected quite gener- 


ally by public bodies although some 
private efforts have been made to col- 
lect the facts. 

I refer to a census of distributors 
which will state the number of estab- 
lishments from which any given class 
of commodities are distributed, both 
retail and wholesale. In the United 
States there are perhaps a very few in- 
stances where the number of groceries 
in a certain city is known, but for the 
greater part of the country we are pro- 
foundly ignorant as to the number of 
groceries or drug stores, or hardware 
stores, or indeed any kind of stores 
where merchandise is sold at retail. 
We do not know how many chain 
stores there are in any branch of trade, 
yet all of these facts are of importance 
not only to the distributors in a city 
but to the consuming population itself. 
If every chamber of commerce in 
the United States would undertake an 
enumeration of distributors the value 
of this service for its distributive 
members would be difficult to exagger- 
ate. It can be done only through some 
such organized effort or through one of 
the government departments, presum- 
ably the Census Bureau; but the Cen- 
sus Bureau can undertake it only by an 
act of Congress carrying an appropria- 
tion, and the results would be unavail- 
able for several years after the Congres- 
sional authorization had been granted. 

The condition of retail trade is an- 
other form of distribution statistics 
much needed by all business men which 
could be collected most conveniently by 
chambers of commerce. A beginning 
has been made by the Federal Reserve 
Board, but it is too limited in scope and 
does not include many of the areas which 
are required to complete the picture. 

Sore 


As distribution has developed and 
more particularly during very recent 
years, a demand has grown for the bet- 
ter education of sales-people, especially 
in a knowledge of the merchandise with 
which they deal. This began through 
the well-known “demonstrations” of | 
manufacturers to acquaint the public _ 
with the merits of the commodities 
which they produce, but it resulted in- 
evitably in giving much needed in- 
struction to the sales-people employed 
in the stores which sell the goods. On 
the principle that “the consciousness 
of ignorance is the beginning of knowl- 
edge,” a demand manifested itself for 
further instruction until now, well-con- 
sidered and effective courses are con- 
ducted in many cities and towns 
throughout the country and very 
largely through the medium of cham- 
bers of commerce. Many state uni- 
versities provide the courses as well as 
the instructor, and are performing a 
great service which, however, cannot 
reach its maximum without the active 
encouragement and practical assistance 
of local merchants working through 
their organizations. 

Although in the foregoing examples ae 
of the demands by distribution of ae 
chambers of commerce there is no at- > 
tempt at completeness, they are illus- 
trative of the wide range of subjects 
which these demands embrace and 
show clearly the importance which 
should be attached to the fundamental 
purpose of a chamber of commerce. _— 
The application of its singular power _ 
for uniting its members in the study 
and accomplishment of the highest 
commercial aims not only for their 
direct individual advantage but ulti- 
mately and inevitably for the up- 
building of the whole community. 
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Business Forecasting and Its Relation to Modern Selling 


By Rocrer W. Basson 
The Babson Statistical Organization 


HE sales manager who lasts is one 

who is primarily a business man 
and secondarily a sales manager. This 
will be especially true in the years 
ahead when growing competition will 
weed out incompetence in every field. 
Almost anything passes muster during a 
generation of rising prices, but only the 
best can survive a generation of falling 
prices. There is no future for the “pri- 
ma donna” type of sales manager, who 
knows nothing, and cares less, about 
credit, collection, production, profit or 
any other phase of the business as long 
as he can make sales look big. Many 
organizations have recently learned the 
costly lesson that it is better to take a 
business man and make a sales manager 
of him rather than take a “sales mana- 
ger” and attempt to make a business 
man of him. 

Therefore, in this discussion of the 
reporting and forecasting services, 
though I have especially in mind the 
reader who is interested in the distribu- 
ting end of the business, I am not going 
to treat him as a narrow specialist but 
rather as an all-round business man. 
There is one, and only one, way to 
build up sales profitably and perma- 
nently—and that way is to co-ordinate 
sales with credit, collections, commod- 
ities, labor, profits, dividends and 
everything else upon which the success 
of an enterprise depends. 

The economic “services” can be 
divided into two groups: (1) the re- 
porting services, which specialize in 
collecting facts and figures; (2) the fore- 
casting services, which specialize in in- 
terpreting the information. These two 


types of service are not entirely distinct. 
Some of the collecting or reporting serv- 


«| 


ices discuss their statistics, and some of 
the forecasting services do field work 
or compilation of original data. The 
boundaries between the two groups are 
not hard and fast, and the suggested 
classification is merely for convenience 
in reviewing the work which these vari- 
ous services are performing. 


Tue ReportinG SERVICES 


Among the pioneers in this field were 
the great mercantile or credit reporting 
agencies, Dun and Bradstreet. These 
organizations are best known by their 
books of ratings and their special re- 
ports on concerns and _ individuals 
seeking credit. Each of these organi- 
zations, however, publishes a useful 
magazine that contains statistics on 
business failures and other commercial 
and financial information. There are 
other credit rating companies; and 
important activities in the interchange 
of credit information have been de- 
veloped by the National Association 
of Credit Men. 

Besides the rating of business con- 
cerns there has been developed the 
rating of securities, together with pub- 
lication of statistics on the issuing 
companies. Poor’s ratings of stocks 
and bonds are a good example of such 
service; the founder of the Poor organ- 
ization was among the earliest of all 
workers in the field,—in fact, has been 
called the father of business statistics. 
Moody’s ratings have also come into 
widespread use. One of the most com- 
prehensive and long established serv- 
ices is that published on cards by the 
Standard Statistics Bureau giving in- 
formation on a large list of stocks and 


bonds. 
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In the industrial and commercial 
field, an interesting service is that con- 
ducted by the F. W. Dodge Company, 
which supplies information on specific 
projects in building and construction. 
The Canadian building field is ably 
covered by the MacLean reports. The 
Motor List Company provides a very 
complete service on registrations of 
automobiles. Other mailing list and 
directory companies, such as Boyd’s, 
and Buckley and Dement, are render- 
ing valuable service. 

In recent years there has been a 
marked tendency among the trade 
journals to expand their statistical ma- 
terial and also to discuss the trends of 
production, stocks, and prices. Publi- 
cations such as Automotive Industries, 
the American Contractor, The Jeweler’s 
Circular, the McGraw Hill group, 
and other representatives of the trade 
press are giving their readers a wealth 
of economic as well as technical infor- 
mation. The stronger publications are 
making every effort to keep their 
editorial activities untrammeled by 
advertising considerations, though this 
phase of trade journalism will always 
remain a problem. 

This same problem of serving both 
the reader and the advertiser is also 
encountered by the general business 
publications and by the newspapers. 
Nevertheless, high editorial standards 
are reached by magazines such as the 
Commercial and Financial Chronicle, 
the New York Journal of Commerce, 
System Magazine, Printer’s Ink, etc. 

There has been a remarkable increase 
both in the quantity and quality of 
business information published in the 
newspapers. A real service is available 
in the pages of such papers as the Bos- 
ton Transcript, the Chicago News, the 
New York Times, and others. 

Some of the most useful publications 
are the yearbooks. A good example is 
the Directory of Newspapers and Period- 


icals, compiled by the N. W.AyerCom- 
pany. Another excellent 
is Rand M cNally’ s Bankers Directory, 
issued every six months; this is becom- 
ing of great service because of the edi- 
torial policy of enlarging the scope of 4 
the statistical material. 

One of the most striking develop- 
ments of recent years is the work of | 
the National Retail Hardware Associa- — 
tion, The National Retail Jewelers — 
Association, The Newsprint Service _ 
Bureau, The American Railway Asso- 
ciation, The Life Insurance Sales Re- — 
search Bureau, The National Associa- —_ 
tion of Purchasing Agents, Canadian ~~ 
Bankers Association, National Lumber © 
Manufacturers Association and other | 
organizations. It is deplorable that 
the development of statistical research _ 
by the associations, in the main an ac- 
tivity of the utmost value to the whole — 
nation, has been impeded by fear of | 
persecution at the hands of narrow-— 
minded and short-sighted politicians, — 
whose malignity is matched only = Al 
their stupidity. 

On the other hand, in sharp con- — 
trast to the attitude of some alt 
cians, who regard business as Mexicans na 
do the bull, we have the splendid work 
of the Department of Commerce. Un- oa 
der Secretary Hoover, this Department — 
has issued a Survey of Business and — 
other publications, which fully merit — 
the title of business services. Excel-— 
lent work along this same line is also — 
carried on by the Federal Reserve 
Board, the Department of Labor, and > 
other departments. New York, Massa- 
chusetts and a growing list of other 
states are also furnishing economic 
data of considerable importance. In _ 
Canada, the Dominion Bureau of Sta- 
tistics under the leadership of Dr. R. H. 
Coats is collecting valuable information _ 
for the business man. 

Among the chambers of commerce, 
several of the most intelligent of thee ey 


FoRECASTING AND Mopern SELLING 143 
. 
d were 
porting 
These 
y their 
ial re- 
‘iduals 
rgani- 
sef 


organizations are collecting and dis- 
seminating real information on local 
conditions. In the old days, the typi- 
cal chamber of commerce or board of 
trade conceived it their duty to broad- 
cast optimistic reports and suppress 
any item of an unfavorable nature. 
Their motto appeared to be: “Brush 
up the good news and hush up the 
bad.” The better organizations, how- 
ever, have been quick to perceive that 
the only way to make their word carry 
weight is to publish the truth continu- 
ously through good times and bad. 
They have learned the lesson of real 
service both to their membership and 
to business at large. In this they 
were led by the publication of the 
United States Chamber of Commerce 
known as The Nation’s Business. 

Included in the list of contributors 
to business information, there are the 
banks. Some of them have made the 
natural mistake of attempting to dis- 
cuss business conditions throughout 
the entire globe and there has been 
much needless duplication. The banks 
which are most successful in putting 
out material of real value are those 
which specialize on the localities and 
industries with which they are actu- 
ally in contact. 

Several of the colleges which have 
courses in business administration are 
collecting and publishing data on busi- 
ness conditions. The simple, sound, 
and eminently practical studies of the 
Harvard Business School, for example, 
or Northwestern University, deserve 
the highest credit. Excellent work is 
also being accomplished by such insti- 
tutions as Carnegie Institute, Cornell 
and the state universities of North 
Carolina, Nebraska, Indiana, Idaho, 
Illinois, and Washington. The type 


of research which many of the colleges 

are performing has a brilliant future. 
One of the latest, and in some ways 

the most interesting, sources of busi- 


A. 


ness information is the endie broadcast. 
ing station. Starting in a simple way 
with some brief reports on weather, 
crops, and markets, this activity has 
gradually been developed until the 
business man can now get a surpris- 
ingly comprehensive service from the 
air. With the future perfecting of ap- 
paratus and assigning of wave lengths, 
the broadcasting of business reports 
has immense possibilities. 

The radio industry is in strong hands 
and is being administered by keen in- 
tellects. Those responsible for its de- 
velopment can undoubtedly be de- 
pended upon to build upon a broad 
foundation as the automobile industry 
has done. The automobile started off 
as a vehicle of entertainment. In fact, 
passenger cars were originally described 
as “pleasure” cars. It was foreseen, 
however, that in order to secure maxi- 
mum stability for the industry and 
make it play its full réle in society, the 
public must be educated to the automo- 
bile as an essential as well as a luxury. 
In the same way the leaders in the 
radio industry will more and more 
realize the importance of arranging 
their programs to provide not only a 
bit of jazz for tonight’s diversion but 
also a definite help on tomorrow’s job. 
It seems probable, therefore, that busi- 
ness broadcasting is due for continued 
expansion. 


Tue ForecastiInG SERVICES 


It should be emphasized again that 
the splitting of business services into 
the two groups (reporting and fore- 
casting) is for purposes of description 
rather than scientific classification. In 
other words, the reporting services may 
forecast, and the forecasting services 
may report; nevertheless, most of them 
have a bent in one direction or the 
other. Those now under considera- 
tion are distinctly identified with 
forecasting, not only in the public mind 
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but in the predominant character of 
their publications. 

These forecasting services can be ar- 
ranged in three groups, as follows: 

(1) Services that emphasize some 

form of the lag theory. 

(2) Services that emphasize the 

area theory. 

(3) Services that emphasize other 

theories. 

The lag theory is based on the obser- 
vation that certain factors rise early at 
a time of business expansion; other fac- 
tors rise at a later stage of the period; 
while still other factors with a pro- 
nounced “lag” may not rise until the 
close of the period. A similar sequence 
or difference in phase characterizes a 
period of business depression. 

A simple illustration of this theory 
is the behavior of the stock market. 
Many times in the past an upward 
movement in business has been fore- 
shadowed several months in advance 
by a rise in stocks; and the market has 
often anticipated a downward turn in 
business, by a considerable interval. 

It is obvious that this tendency of 
different factors to lead or to lag is a 
phenomenon of great practical impor- 
tance and that it should serve as a very 
useful guide in forecasting. The theory 
has been given profound and prolonged 
study; and when carefully interpreted 
and applied it has led to some most 
serviceable results. 


DEVELOPMENT OF Lac THEORY 


One of the pioneers in the develop- 
ment of the lag theory is the Brook- 
mire Economic Service. Without 
attempting refinements of description, 
it may be noted briefly that the Brook- 
mire organization originally developed 
several indices such as: (1) a measure- 
ment of the monetary and credit trend; 
(2) a measurement of the trend of the 
security markets; (3) a measurement 


of the trend of business. sh akyneny. this group of workers for the expert- 


1. 


It is well established that easy money 
and abundant credit are one of the 
causes of and the prelude to rising 
stocks. In other words, available 
credit tends to be employed first in the 
stock market. As expansion proceeds, 
funds are withdrawn from stocks with 
resulting decline of their prices, and 
put into business, which in turn ex- 
pands. Hence, to state the proposi- 
tion crudely: monetary conditions an- 
ticipate stock market conditions; and 
stock market conditions anticipate 
business conditions. 

In actual practice, of course, the 
theory cannot be applied in this naive 
form. Anyone who attempted to 
glance at the quotations for money and 
stocks, and thereupon forecast the fu- 
ture of business, would almost surely 
come to grief. An organization such 
as Brookmire has explored the field of 
money rates with a _ thoroughness 
that is almost incomprehensible to 
those not acquainted with this type 
of research. The same applies to their 
analysis of stock market movements 
and business conditions. In fact, as 
an outgrowth of their earlier studies 
there has been evolved a forecasting 
line that offers many important ad- 
vantages. Moreover, such an organi- 
zation comes to possess a fund of 
experience that can never be fully 
expressed in any scheme of index 
numbers or reduced to type. It is not 
only the validity of their theories but 
the soundness of interpretation and 
application which makes the Brook- 
mire forecasts valuable. 

Another highly regarded exponent 
of the lag theory is the Harvard Eco- 
nomic Service. This service also em- 
phasizes the orderly sequence in the 
rise and fall of monetary, security, and 
business factors. Not only all students 
of economics and statistics, but all 
business men are greatly indebted to 
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ness and scholarship which they have 
brought to bear on the subject. Their 
contributions have improved and en- 
riched the whole field and have given 
it a needed overhauling technically 
without getting away at all from its 
intensely practical aims. 

In the business of forecasting, there 
are no patents or proprietary processes. 
It is distinctly a professional field, in 
which all theories, principles, and 
methods are given the fullest possible 
publicity. The tendency of one serv- 
ice to emphasize a certain theory 
while another service emphasizes a dif- 
ferent theory is beneficial and salutary. 
It means that the business man is prof- 
iting by a well-rounded, well-balanced 
survey, far more effective than if each 
service approached the subject from 
precisely the same angle. 

Business forecasting is still a com- 
paratively young science and art; and 
especially during these years of devel- 
opment there will be times when the 
different theories may lead to conflict- 
ing conclusions. This does not mean 
that any of the theories are unsound 
but rather that they are all in a forma- 
tive stage. Those closest to the sub- 
ject believe that when the kinks have 
been ironed out and the corners 
knocked off, the theories will be found 
to be simply the varying aspects of the 
same truth viewed from different angles. 
It is not a question, therefore, of elimi- 
nating one theory in favor of another. 
Continued research should eliminate 
any inconsistencies, so that the busi- 
ness man will get clarity instead of con- 
fusion; but each service should remain 
a specialist in the particular school of 
thought which it finds most congenial. 


ArEA THEORY 


From the above viewpoint we will 
refer to the area theory as advocated by 
the Babson Statistical Organization. 
The area theory is the outgrowth of a 
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principle originally proposed by Sir 
Isaac Newton. Newton suggested 
that the fundamental law of action 
and reaction, which obtains so rigor- 
ously in physics and mechanics, can be 
traced likewise in economic and human 
relations. The first investigations 
along this line yielded only negative 
results. In business, for example, 
there is found no equality in the degree 
of expansion (action) and the subse- 
quent depression (reaction). Expan- 
sion may reach any intensity, vary- 
ing from the mildest improvement to 
the most hysterical boom; while depres- 
sions are slight, profound, or any one 
of a dozen intermediate graduations. 
The records fail to show that when 
business goes up like a rocket it comes 
down like the stick. There is abso- 
lutely no definite equality between the 
height of the rise and the depth of the 
drop. 

Likewise if you investigate the time 
element, you can find no demonstra- 
tion of the law of action and reaction. 
A brief expansion may be followed by 
a prolonged depression, and vice versa. 

When, however, you consider both 
intensity and duration, combining the 
two to form an area, then Newton's 
law is demonstrated in a remarkable 
way. Suppose, for example, that a 
period of great activity has lasted sev- 
eral years, thus forming a big area. 
With considerable assurance you can 
forecast that the ensuing period of de- 
pression will be equally big. Whether 
it will take the form of an excessive 
drop of brief duration or a moderate 
decline dragged over a_ prolonged 
stretch, no man can foresee. 

The shape of an area of depression 
is unpredictable. Its size can be fore- 
told with considerable precision. This, 
stated very briefly, is the area theory. 
Like the lag and lead theory, or any 
other theory, its practical value de- 
on the good judgment 
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with which it is 
applied. 

Moreover, like the lag theory, the 
area theory cannot be put into practice 
successfully without most thorough 
work. You cannot gauge the inten- 
sity of a period of expansion or depres- 
sion merely by a cursory glance at a 
few figures. Business conditions must 
be actually measured by an exhaust- 
ive study of fundamentals. In other 
words, whatever theory one follows, 
the first procedure is much the same. 
In fact, in the compilation of the Bab- 
sonchart we obtain three separate in- 
dexes corresponding approximately to 
the three indexes used by Brookmire 
or the three indexes used by Harvard. 


interpreted and 


DIFFERENCE BETWEEN THEORIES 


The difference in the two systems is 
the use which is made of these indexes. 
Though we examine them, of course, 
from the standpoint of the lag theory, 
our principal interest is in combining 
them into a single summary barometer 
figure. This is charted from week to 
week and gives us the contour of the 
Babsonchart. Through the middle of 
this chart we lay the so-called X-Y Line. 
Above the X-Y Line appear the areas 
of expansion; below the X-Y Line ap- 
peartheareas of depression. This X-Y 
Line follows in the main, the trend of 
check transactions, and these figures 
are used in its preliminary location. 
When, however, there has been com- 
pleted a pair of areas (that is, an area 
of expansion and an area of depression) 
then the X-Y Line, if necessary, is re- 
located for this particular period so 
that the two areas are in balance. Ex- 
perience shows that such revisions are 
comparatively slight; if, in place of 
bank clearings, we could find some sta- 
tistics which more truly represent the 
median line of growth of the country, 
the X-Y Line could probably be placed 
at once in its final position. The Bab- 
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are making good progress with this 


sonchart is capable of much further im- ‘3 
provement, not only with respect to the | ‘oe 
locating of the X-Y Line, but also with i 2 
respect to the data used in compiling _ 
the summary barometer figures which | 
form the contour or profile. 

Each theory of business forecasting — 
offers its own peculiar problems. — 
When studying the lag theory we a 
found that one of the most difficult: 
points is to determine whether a of 
movement will prove to be a minor — 2 
turning point or a major turning point. 

For example, take the statistics 
building permits. These records show 
that there is a marked tendency for | 
the number of building permits to lead 
while the corresponding value of these a. * 
permits tends to lag. Suppose that 
a given time you observe a downward | 
bend in the chart of the number of per- 
mits. You may be reasonably sure — 
that a few months later you can cet 

a downward trend in the value of per- 
mits. Note, however, that you still ‘ 
have to decide the important question _ 
whether the downward turn which 
have noted is merely a temporary re- ata 
cession, or whether it marks the cul- -— 
mination of a major swing. 

In many cases this is really the criti- 
cal question. If I tell you, for example, 
that sales next winter are going to de- 
cline, you immediately want to —- 
whether the drop will be serious ortriv- ; 
ial. Minor ups and downs are contin- © 
ually occurring and most of them may k 
be disregarded. Thething which con- __ 
cerns you most is to foresee not the = 
mere occurrence of somemovement,but 
rather its relative severity. Hence, 
the lag theory, though it enables the — 
forecasting to a considerable extent of 
turning points in business and other 
factors, always has to be supplemented 
by good judgment as to whether such 
turns will be severe or trifling. The 
services which specialize in this theory — i 
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_ phase of the subject, and the methods 
_ which they are working out are very 
promising. 

The area theory likewise has its own 


devise methods for anticipating more 
closely the size of an area of expansion. 
In the case of an area of depression, the 
procedure is very clearly indicated. 
BS After a man has borrowed money from 

a bank, you can forecast what amount 
he will be required to repay. After a 
man has indulged in overwork you can 
foresee, to some extent, the bill which 
‘nature will present. The difficult 
thing to forecast is the amount which 
a man will borrow the next time he ap- 
_ plies for credit, or to foresee how far a 
man is going to overtax his strength in 
his next period of overwork. 

In other words—given the action, 
at you can predict the reaction. It is the 
prediction of the action itself which of- 
especial difficulties. This prob- 

lem, however, is being studied contin- 

- uously and there seems little doubt 
that it is only a question of time when 
some practical solution will be de- 
vised. Already progress has been 
made in this direction. Furthermore, 
it has been learned that on the law of 
averages there is a marked tendency 
for both the areas of prosperity and the 
areas of depression to keep within 
somewhat constant limits. 

It is true that under abnormal con- 
ditions such as obtained during the war 
period, an area may reach unusual pro- 
portions. There have also been areas 
that were distinctly under-sized. In 
the main, however, there is reasonable 
assurance that any area of prosperity, 
while theoretically it can attain any 
conceivable size, as a matter of fact 
usually terminates within limits that 
can be approximated. Trees vary in 
height, but we know that none of them 
can grow to the skies. When an area 
of expansion has passed certain points 
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there is a strong presumptio ion that it is 
nearing its termination. Hence, while 
the size of an area of expansion, strictly 
speaking cannot be foretold, neverthe- 
less it can be estimated sufficiently 
close for most practical purposes. 

Further corollaries of the area theory 
are of immediate importance. It has 
been found, for example, that prices of 
stocks, prices of bonds, commodity 
prices, money rates, building, and va- 
rious other factors tend to reach a high 
point or low point when there has been 
consumed a certain proportion of an 
area of expansion or an area of depres- 
sion. 

More detailed applications of the 
area theory will be treated in a later 
section. Before passing to this topic, 
however, let us complete our descrip- 
tion of the services by a brief word re- 
garding those which do not specialize in 
the lag or the area theory, but follow 
certain other methods. 


ENLISTING THE AID OF SCIENCE 


One of the forecasting systems re- 
cently developed is based upon a proc- 
ess somewhat analogous to the methods 
which engineers call “differentials.” 
The process is somewhat involved, but 
it can be explained in a broad way as 
follows. Take a factor such as bank 
clearings, for example. Assume that 
clearings are increasing every month. 
This increase may be a fixed quantity 
(such as $100,000,000 per month) or a 
fixed percentage (such as one per cent 
per month). Of course a uniform 
percentage rate of increase represents 
a more pronounced upward trend than 
does a uniform numerical increase. 
There is still another trend, however, 
such that clearings may be increasing 
not only numerically and not only in 
percentage, but this percentage rate 
itself may be increasing. In other 
words, in successive months there may 
be increases of 10 per cent, 15 per cent, 
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®@percent,etc. The percentages may 
be growing at a fixed rate. 

It may even be discovered that this 
rate of growth of the percentage is 
tending upward. In short, by a proc- 
ess of continuous analysis, finer and 
finer, there can be worked out a succes- 
sion of growth measuremerts some- 
what akin to the engineer’s differen- 
tials of the first, second, or higher 
orders. Of course the same principle 
applies to a set of statistics which is 
decreasing instead of increasing. 

From a business standpoint such 
procedure sounds very abstruse; but a 
study of actual business records cer- 
tainly appears to indicate that trends 
and tendencies can often be disclosed 
much more clearly by mathematical 
analysis of this type than by mere 
inspection or by ordinary charting. 
Other things being equal, preference 
should always be given to methods of 
simplicity; but business men should 
never overlook the fact that chemistry 
and other branches of science which 
have an extremely complicated tech- 
nique are of the utmost practical 
value. Business men should be ready 
to receive help from any source whether 
it is the verbal report sent in by their 
salesmen, or the involved processes of 
higher mathematics. 

Those who are skeptical of the possi- 
bility of making mathematics service- 
able in business have before them the 
demonstration of the insurance busi- 
ness, which has built up immense activ- 
ities in which actuarial science has 
played a leading part. 

There are various other types of serv- 
ice which do not follow any clearly de- 
fined theory, but operate on general 
methods comprising a variety or com- 
bination of various systems. In this 
connection one caution is worth not- 
ing. Though most of the services 
have kept away from this danger, there 
are still individual business men who 
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try to forecast business conditions on 
the basis of a single factor, like the 
stock market, pig iron production, or 
building. It is unfortunate that very 
often a single barometer has made a 
correct indication and has given some 
business man a false confidence that he 
has discovered an infallible clue to the 
future. The trouble is that presently 
there comes a time when he bases some 
serious commitment on the indication 
of his pet barometer and the indication 
proves to be false. 

To be sound, a system must be based 
upon a broad group of factors, so that 
they will mutually check each other, 
and the combined reading will be reli- 
able. It can almost be said that when 
you are looking into the merits of any 
business service, the question of real 
importance is the scope of the barome- 
ters studied rather than the technical 
details of how they are handled. 
Nearly any of the established theories 
should give reasonably accurate re- 
sults, provided it is applied to a suf- 
ficient number of good barometers; 
whereas even the soundest theory may 
lead you astray if you attempt to apply 
it to a scanty and ill-chosen list of 
statistics. 


Wuat THE Services CAN AND CANNOT 
ACCOMPLISH FOR THE Bustness Man 


For generations business men have 
been hunting for some magic method 
as the visionary of olden times searched 
for the philosopher’s stone that would 


transmute base metals into gold. There . 


is no possibility that any way will ever be 
discovered for operating a profitable busi- 
ness without work or worry. 

Every time an improved method ap- 
pears there are many business men who 
grasp at it blindly and fatuously in the 
fond delusion that at last they have 
found a panacea for all their troubles. 
For example, when “system”’ first ap- 
peared, it was taken up with tremen- 


it is 
hile 
tly 
he- 
ory 
has 
s of a 
lity 
va- 
igh | 
een 
| 
an 
res- 
the 
iter 
ic, 4 
rip- Fi 
re- 
in 
ow 
re- 
OCc- 
” 
ut 
as 
at 
th. 
ity 
ra 
nt 
rm 
its 
an 
er, 
ng 
in 
= 
ay 


150 


dous enthusiasm by great numbers of 
business men with the idea that a busi- 
ness could be systematized to such a 
point that it would run itself. Then 
came “efficiency,” and a crowd caught 
up the new idea as eagerly and as 
blindly as they had done with system. 
“Cost accounting” shows somewhat 
the same history. 


DemaNps ForEcASTING 


Almost identically this same experi- 
ence will be the fate of forecasting. 
Already many organizations have 
snatched at business forecasting in the 
hope that it would do away with all 
work and worry. Such conclusion is 
absolutely a will-o’-the-wisp, and the 
pursuit of a universal panacea for busi- 
ness will always end in disappointment 
and disgust. Nevertheless, each one 
of these great movements—system, 
cost accounting, efficiency, and fore- 
casting—is absolutely sound when 
properly used and will remain and fur- 
ther develop as a permanent part of 
business. While business can never be- 
come automatic, it is making contin- 
uous progress, and these various new 
methods and practices represent per- 
manent improvements. 

It should never be forgotten that 
business barometers are to the business 
man only what a compass is to a sea 
captain. A sea captain could not get 
on without a compass, but a compass 
will not hoist the sail, put coal under 
the boiler, or perform any of the other 
activities of the ship. The compass is 
merely the guide that enables the cap- 
tain to direct the activities of his ship 
more intelligently. 

There is a vague feeling on the part 
of the business public that a man has 
only to foresee the future in order to 
amass an immense fortune. But fore- 
sight without action is absolutely bar- 
ren. Experience shows that while men 
differ to some extent in their ability to 
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forecast, the greatest difference of all be- 
tween men is in their ability to translate 
foresight into action. 

This seems a very simple point, but 
those who are in most frequent contact 
with business men realize that here isa 
point which cannot be emphasized too 
strongly. A map will give you direc. 
tions for reaching any given point, but 
the map will not provide transporta- 
tion. A book of instructions will tell 
you how to operate an automobile, but 
the book cannot drive the car. Per- 
haps the one most important thing to 
get clearly in mind in connection with 
the business services is the realization 
that their soundest information and 
their most far-reaching forecasts are 
nothing but paper and ink until trans- 
lated into the definite plans and poli- 
cies of your own organization. 

Several of the reporting and fore- 
casting services were designed origi- 
nally for the service of the investor. 
In some ways the problems of the in- 
vestor and the business man are sim- 
ilar, but there is a radical distinction. 
The investor always has the choice of 
buying, selling, or staying out of the 
market altogether. He can wait to 
pick the proper periods for any of these 
courses of action. The business man, 
however, is in an entirely different situ- 
ation. Action along one line or another 
simply cannot be deferred by the man 
who has a large capital investment, 
loans to the banks which must be taken 
care of, payrolls to meet and thousands 
of employes who must be kept profit- 
ably occupied. 

No matter how threatening the out- 
look, the average business man cannot 
follow a neutral course like the inves 
tor, but must constantly continue to 
make commitments in one direction 
or another. Sometimes an investor 
takes the position that forecasting is 
an impossibility and that he will have 
nothing to do with it. The business 
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man cannot take this position unless he 
is willing to quit business altogether. 
As long as he remains in business at all, 
he must make forecastsevery day. He 
may make these forecasts with the 
help of one or all of the business serv- 
ices, or he may forecast by rule-of- 
thumb or by hunch. But forecast he 
must, because every commitment 
which he makes is necessarily based 
upon some judgment of the future. It 
is very easy for a business man to de- 
cide that he will have nothing to do 
with the future, but events will speed- 
ily prove that the future will continue 
to have something to do with him. 


RESPONSIBILITY TO EMPLOYE OF 
Bustness MEN 


There is one possible exception to the 
above principle, but this is extraordi- 
narily rare. Occasionally you will find 
a business man who deliberately plans 
to go in and out of business as a profes- 
sional trader goes in and out of the mar- 
ket. Occasionally a man will buy a 
business at or near the bottom of a pe- 
riod of depression, ride up on the crest 
of the wave and then sell out before the 
crash comes. This plan has certain 
obvious advantages from the stand- 
point of the operator, but what about 
the organizations with which he oper- 
ates? There is nothing illegal and 
there may be nothing unethical in this 
plan of buying into a business and sell- 
ing it out. Nevertheless, it does not 
appeal to the majority of business men. 
The typical head of a real business en- 
terprise, whether it is large or small, 
feels his responsibilities very keenly 
and is intensely loyal to the workers 
and associates whose careers are in his 
hands. A man of this type would 
no more think of abandoning his or- 
ganization in advance of a period of 
difficulty, than a captain would 
think of deserting his ship in time of 
storm. 
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This tendency of business executives 
to stick by their organizations and see 
them through periods of depression is 
becoming more common as business be- 
comes more complicated. Every day 
sees a further trend toward the bind- 
ing of all industries together. The tan- 
ner is responsible on the one hand to his 
customers who want leather and on the 
other hand to the people who sell hides; 
in fact leather exists primarily because 
people eat meat, and the hides of the 
cattle must find a profitable outlet. 

In the old days organization and re- 
lationship in business were much looser 
and business men’s responsibilities were 
therefore not perceived so clearly. To- 
day every business man finds himself 
responsible not only for the activities of 
those within his own concern, but also 
the customers to whom he sells and the 
producers from whom he buys. He 
cannot close down the shop without re- 
actions on all these three groups. 
Whether times are good or bad he must 
keep going in one way or another, or 
else fail in their time of need the very 
people to whom he owes his success. 

As business becomes more closely 
knit and intertwined, this threefold 
responsibility is being brought home 
very keenly to the better class of exec- 
utives. In the old days it was thought 
to be very good business for a mill to 
run overtime during a period of expan- 
sion and then to close down and throw 
out its employes during a period of 
depression. Those who practised this 
policy did not then see so clearly as 
they do now that in the long run these 
wild swings from one extreme to the 
other are exceedingly costly. There 
has grown up widespread recognition of 
the importance of ironing out the busi- 
ness curve and more nearly equalizing 
the booms andthe slumps. The condi- 
tion of maximum profit as well as na- 
tional welfare is that business shall run 
on an even keel. 
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oF Bustness Forecast 
To Speciric ProspLems 


In broadest outline business consists 
of buying and selling materials and 
handling labor. 

Let us examine the buying phase. 
Here again we have the situation that 


_ the business man can buy in reduced 


quantities or can postpone purchasing 


a _ altogether for a limited period. Even- 


tually, however, he must again enter the 
market, at least on a hand-to-mouth 
basis. He is not in the same position 
as the investor who can stay out of the 
market years at a time if necessary 


_ when conditions are not to his liking. 


It is, therefore, not a question of 
whether commodity prices can be 


_ forecast with infallible precision, but 


rather whether such forecasts can be 
made sufficiently accurate to enable a 
business man to control his purchasing 
more intelligently. Experience shows 
that while an individual commodity at 


certain times may be extremely diffi- 
cult to forecast, nevertheless the price 


movements of a broad list of commod- 
ities, month in and month out, can be 
anticipated with considerable accuracy. 

It is impossible to lay down any 
stereotyped method of forecasting that 
will apply in detail to every commodity. 
| ‘For each commodity there are available 
certain statistics. When one set of 
statistics is not obtainable it is neces- 
sary to use some substitute. Where- 
ever possible, of course, a forecast 
should be based upon an examination 
_ of the trends of production, consump- 
tion, stocks, imports, and exports. 
_ Another important point in such work 
is to distinguish between those com- 


-modities (such as agricultural products) 
which have a pronounced seasonal 
movement and other 
_ where the seasonal movement is com- 
= paratively slight and the swings repre- 
7) me sent mainly the changes in fundamen- 
conditions. 


commodities 
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Moreover, the forecast ini any indi- 
vidual commodity must necessarily de- 
pend to a great extent upon the trend 
of the commodity market as a whole 
or the general price level. This in 
turn is closely connected with the broad 
outlook for general business. In other 
words, the first essential in forecasting 
the price of any individual commodity 
is to determine the probable trend of 
general business. On this as a basis, 
estimate the trend of the general price 
level. Finally, study what the econo- 
mists call the “dispersion”’ of prices; 
that is, the relation of the individual 
commodity to all commodities. 

The trend of business as a whole can 
be judged either upon the basis of the 
area theory, the lag theory, some other 
theory, or a combination of all. The 
lag theory will give you a clue as to 
whether commodity prices should trend 
upward, downward, or horizontally, 
depending upon the movements of 
some other factor or group of factors 
which rise or fall in advance of com- 
modity prices. On the basis of the 
area theory, the probable trend of the 
commodity market can be judged by 
the size of the area which has been 
swept out; because the high points and 
the low points of the commodity mar- 
ket tend to occur when a given propor- 
tion of an area of expansion or depres- 
sion has been consumed. 

Reviewing the entire recorded his- 
tory of modern business, we find that 
there is not only a swing from expan- 
sion to depression, but that an even 
broader and more fundamental move- 
ment is in evidence. Following the 
Napoleonic Wars and likewise the Civil 
War, there came a long downward slide 
of commodity prices. This gradual 
but tremendous decline lasted for years 
and was periodically interrupted by 
upward and downward movements 
of limited intensity and duration. 
Man y observers are confident that his- 
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tory will repeat itself and that we shall 
witness during, say, the next few dec- 
ades, a broad downward movement of 
commodity prices as an aftermath of 
the World War. Of course, this move- 
ment will be broken by occasional rises, 
but as a whole the trend of prices may 
be in a downward direction. This 
means that every forecast of com- 
modity prices must take into account 
the possibility of this underlying in- 
fluence. 


TaKING AccouNT OF EMPLOYMENT 
TREND 


The business man buys commodities 
and then brings to bear upon them hu- 
man labor. It is now generally recog- 
nized that when handling commodities, 
much depends upon the trend of busi- 
ness conditions. It is equally true that 
when dealing with labor the trend of 
business conditions must determine 
one’s policies. No sounder advice can 
be given to those responsible for the la- 
bor of any organization than to shape 
their management in accordance with 
the fundamental trend. To take a 
practical example, suppose that an ex- 
ecutive is about to discuss with some of 
his people a demand or request for 
higher wages. Before beginning such a 
conference the executive should ascer- 
tain very carefully the trend of employ- 
ment. 

If employment conditions are due to 
become worse during the period ahead 
it is exceedingly poor judgment to grant 
wage increases. Such a commitment 
merely means that it will soon be neces- 
sary either to withdraw the increase— 
which always has an unfortunate re- 
action—or to sacrifice many workers 
in order to maintain the compensation 
of a few. If, however, employment 
conditions are likely to become con- 
stantly better, a refusal to grant the 
wage increase may be a serious mistake. 
It is likely to encourage dissatisfaction 
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and inefficiency. Furthermore, it is 
probable that within a short time it 
will be necessary either to lose the work- 
ers to other organizations or else to 
grant a belated increase which will be 
practically an admission that the previ- 
ous refusal was a mistake. 

It has been demonstrated time and 
again that one of the surest ways for a 
business executive to lose the confidence 
and loyalty of his workers is to take 
some position and follow some policy 
which later is proved a blunder by ac- 
tual conditions. On the other hand, 
the executive who correctly sizes up 
the trend and takes action accordingly 
may meet with some temporary dis- 
satisfaction, but in the long run will 
win out with his people as they realize 
his foresight. 

Again it is worthy of note that, while 
the business man can hire and fire and 
can enter or leave the labor market 
to some extent, he ordinarily cannot 
stay out of this market altogether. 
Whether conditions are favorable or 
unfavorable, the business man must 
continue to make goods and manage 
labor. Therefore, whether or not he 
believes that labor conditions can be 
forecast with 100 per cent precision, 
he knows that even a partial help in 
anticipating tendencies will be of imme- 
diate assistance. He is not like the sol- 
itary investor who can dismiss the out- 
look with the offhand decision to stay 
out of the market altogether until the 
trend becomes more clear. Whether 
the outlook is plain or obscure, the 
manager of labor must decide one way 
or another and stake his success on the 
accuracy of his decision. 


Tue InpustrRiAL TREND 


After commodities have been bought, 
and by the application of labor have 
been converted into finished goods, 
this merchandise must be sold. There 
are _— times when the business man 
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market. 


would like to be free from this necessity 
of selling. Periodically there prevails 
what is known as a buyer’s market. 
This means that the buyer has every- 
thing his own way because more goods 
are being offered than are required. 
Goods have to be sold, however, 
whether there is a buyer’s market or a 
It is not, therefore, a 
problem of deciding whether future con- 
ditions are going to be favorable for 
selling, but rather of finding those lo- 
calities and those industries which offer 
_ relatively the best opportunities. 

When selling products such as motor 


trucks, machinery, and other factory 


equipment and supplies, it is often con- 
venient to lay out your advertising and 
selling campaigns along industrial 
_ lines. What the sales manager wants 


to know is chiefly which industries 


among those available to him as mar- 
kets are most active and therefore most 
likely to buy. On the other hand, in 
_ the case of merchandise such as passen- 
ger automobiles, clothing, food prod- 
~ ucts, and other goods sold to the indi- 


vidual (either directly or through trade 


channels), the director of sales finds it 


most convenient to lay out his cam- 


paigns along geographical lines. What 


2 a he wants is a list of the localities which 


are enjoying relatively the greatest 


prosperity and therefore are relatively 


the best markets. 

In forecasting the industrial trend 
each industry is almost a problem by 
itself. That is, the available statistics 


_ depend very largely upon the industry 


_ which you are studying. For some in- 
_dustries there can be obtained very 
comprehensive figures, while for other 
lines practically no data can be found. 


_ Whatever the industry under examina- 


tion the same steps are necessary as 
with commodities. That is, decide on 
the outlook for general business, then 
_ decide on the industrial outlook as a 


_ whole, and finally connect up the indi- 


vidual line with the trend of all in- 
dustries as a group. 


CHANGING Economic Layout 


Somewhat the same procedure 
should be followed when dealing with 
localities. In this connection there ‘is 
a very interesting point to observe. In 
the old days when most of the manu- 
facturing was carried on in the North- 
east, and other parts of the country 
were mainly engaged in producing raw 
materials, a period of expansion or de- 
pression tended to follow a fairly defi- 
nite course. Statistics plainly show 
that in the old days when the country 
lined up as described above, expansion 
or depression usually originated in the 
Middle Atlantic States, for example, 
and then spread to other parts of the 
country. The movement swept north 
through New England and into Canada, 
it spread toward the South and also 
out through the Middle West, reach- 
ing the Pacific Coast sometimes as late 
as six months or longer after the initial 
appearance in the Northeast. 

The economic layout of the country, 
however, has been gradually changing. 
The textile industry, for example, has 
spread to the eastern division of the 
Southern States and may possibly de- 
velop also in the western division of the 
Southern States. The machine tool 
industry has spread from the Middle 
Atlantic States to the Central States. 
The boot and shoe industry has spread 
from New England to the West. In 
the Pacific Coast States industrial de- 
velopments are already in progress and 
promise still further expansion. 

This means that the country is no 
longer sharply divided into the regions 
of manufacture and agriculture. The 
activities of each locality are constantly 
becoming more diversified. Hence, in 
the future it is extremely probable that 
there will be important modifications 
of the path of depression and prosper- 
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ity. It is logical to expect that eco- 
nomic movements in the future will ap- 

r more nearly at the same time in 
all parts of the country and that all 
parts of the country will tend to rise 
and fall more nearly in unison. 

Note, however, that the fact of 
greatest practical importance is not 
whether two localities rise and fall at 
different times, but rather whether they 
rise or fall in different degrees. 
records demonstrate and present tend- 
encies indicate that localities differ re- 
markably in the extent to which they 
participate in a boom or in a slump. 


' At a given time it is often possible to 


find a list of localities which are having 
adegree of activity which might almost 
be called a boom; likewise another list 
of localities which are moderately pros- 
perous; and a third list of localities 
which are suffering actual depression. 
It has been proved repeatedly that the 
organization which at all times con- 
centrates its advertising and selling 
effort on active or semi-active markets 
will make maximum sales at minimum 
selling expense. It is a very costly and 
foolish policy to put the same adver- 
tising and selling pressure on all local- 
ities alike regardless of the radical dif- 
ference in local conditions. 

In sizing up the situation and out- 
look for any locality, one of the best 
single indicators is the trend of check 
transactions or debits to individual 
account. These figures, however, while 
they give a general line on local 
conditions, should always be supple- 
mented so far as possible by other indi- 
cators. The concern which is selling 
hardware will find it useful to study the 
trend of local building permits or con- 
tracts awarded; an organization sell- 
ing envelopes should watch tendencies 
indicated by the statistics of postal re- 
ceipts. Movements of newspaper ad- 
vertising are a very useful guide to 
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local conditions as they affect the sale 
of many lines of merchandise. 


Tue Biccest Jos Business 


During the past decades, the big man 
in business has been the director of 
production; but during the years ahead, 
he will be the director of distribution. 
Production has made _ tremendous 
strides; but distribution today is no 
more efficient than it was fifty years 
ago. Distribution in 1924 is practi- 
cally where production was in the days 
of the hand loom. 

This was one of the fundamental 
facts of business which was especially 
emphasized by the late Dr. Charles P. 
Steinmetz. Most of us think of Dr. 
Steinmetz as a great engineer and sci- 
entist; but those who were privileged 
to know him personally realize that 
he would have been entitled to imme- 
diate recognition merely by his pene- 
trating and farsighted observations on 
business. Dr. Steinmetz forecast great 
changes in methods of distribution. He 
regarded the efficiency of distribution 
as one of the most important problems 
before the world today. 

A business man commenting upon 
the subject remarked: 


We have wonderful factories, mills and 
shops, but our distribution methods are 
relics of antiquity. We are making by 
machinery but marketing by hand. 


The following figures on page 156 
were published in Commerce and Finance 
and credited to Mr. Emil O. Jorgensen, 
who obtained them from the 13th An- 
nual Report of the Commissioner of 
Labor at Weshington, 1898, Volume I. 

From these figures it is plain that 
production has made amazing strides. 
But even these statistics do not tell 
the whole story. We have witnessed a 
succession of distinct steps. The first 
great change was the evolution from 
hand work to machine work. The 
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Quilter Hours Requtrep | Hours Requrrep | Ratio Favoriwe 

BY Hanp Work Macuine Work MACHINE 
Men's boots (100 prs.)............. 1,436 40 min. 154 5 min. “ 1 
Women’s shoes (100 prs.)........... 1,025 20 “ 80 22 “ satin 
Cotton sheeting (500 yds.).......... 5,605 52 45 “ 10 
Cotton thread (100 Ibs.)............ 2,895 39 17 “ a | 
Cotton hose (12 prs.)..............| 488 1 “4 “ 
Woolen mittens (144 prs.) . . 1,030 16 @ “ 661 
Woolen skirts (12 prs.) . . 240 | 76-1 
Brussels carpets (1,000 yds). 4,047 30 “ 500 1 “ ni Hal 8-1 
Butchers’ knives (144) . 708 13 “ — 
Milk pans (144)... 72 2 18 “ 31-1 
Laundry soap (25,000 Ibs.).......... 432 oe. a“ 
Pine boards (100,000)... ........... 16,000 272 44 ig «(68-1 
Marble slabs (25).................. 6,000 
Nails (20,900) . . Jad 236 2 “ 129-1 
Iron screw posts (0, 000) — 1,250 4,098-1 
Lead, paint (100 gals.)............. 383 20 “ od « 
Hemp twine (800 tbs.)............. 12 “ 
Hammers (12 doz.)................ 1,020 


second change has been the evolution 
from machine work of the early type 
to the modern automatic or semi- 
automatic machine. 

Will there be further radical ad- 
vances in the efficiency of production? 
I have talked with many manufacturers 
of equipment and they tell me that in 
spite of the spectacular results already 
obtained, these accomplishments are 
but the beginning of the development 
of mechanical wonders for the increase 
of efficiency. Moreover, in this same 
general connection, it is important to 
consider the well known but intensely 
* significant report on Waste in Industry 
by a Committee of the Federated 
_ American Engineering Societies in co- 

_ operation with Secretary Hoover. The 
survey covered over one hundred plants 
representing such industries as build- 


+ ing, clothing, boot and shoe, printing, 


metal trades, and textiles. 


Waste IN INDUSTRY 


The committee found the following 
four aspects of waste in industry: 


(1) Low production caused by faulty 
management of materials, 
plant equipment, and men. 

(2) Interrupted production caused 

by idle men, idle materials, 
plants, and idle equip- 
ment. 

(3) Restricted production intention- 
ally caused by owner’s man- 
agement or labor. 

(4) Lost production caused by ill 

health, physical defects, and 

industrial accidents. 


The waste was appraised in points, 
the maximum of which was 100. As 
no plant is or could be entirely waste- 
ful, the number of points assigned to 
any plant must be less than 100. The 
following was the result: 


alll 
- 
i, 


Waste Expressed 
Industry Studied in Points 
Men’s clothing manufacture 63.78 
Building industry. ....... 53 .00 
57.61 
Boot and shoe manufacture 40.93 
Metal trades............ 28 .66 
Textile manufacture... ... 49.20 


Think what the above figures mean. 
Their average is about 50. This im- 
plies that merely by elimination of 
waste, much of which is readily pre- 
ventable, the output of our existing 
plants could be decidedly increased. 
Remember that this enlargement of out- 
put would be without any increase of 
plant and equipment, merely by utiliz- 
ing more intelligently our present facil- 
ities. Nobody can doubt that during 
the years ahead there are going to be per- 
sistent efforts made to eliminate this 
waste. 

We shall have two influences work- 
ing hand in hand. There will be fur- 
ther mechanical and technical improve- 
ment of equipment and machinery, and 
the improvement of administrative 
and economic efficiency. 

Summarizing the situation and out- 
look with reference to production, we 
can say that during the past fifty years 
the efficiency of our factories has in- 
creased hundreds of times and that the 
years ahead will witness equal or 
greater increases than in the past. 
The past growth and the even greater 
future growth of production almost 
staggers the imagination. 

A study by the United States Cham- 
ber of Commerce indicates that fully 
25 per cent of all the effort, time, and 
money expended in American factories 
is wasted because of the needless vari- 
eties of sizes, styles, and models. The 
movement toward simplification, which 
was so active during the war, tended 
to subside somewhat after the war; 
but there are signs of a revival of 
interest in the subject. This is some- 
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thing which should receive especial at- 


vertising. They are the ones who in 


many instances have been chiefly re- 


sponsible for needless variety in sizes, 
and styles. Against his better judg- 
ment the production nmianager has 


often yielded to pressure from the 
sales and advertising departments andy 
has “made to sell instead of to serve.” 


One of the students at the Babson 


Institute is connected with the rubber 
industry, and in discussion of the sub- 


ject he gave the following illustration 


of the increased efficiency of produc- 1 Paes 


tion by present-day machinescompared 
In the 


with machinery of the past. 


old days, he tells me, smoke sheets rub- 


ber was received in bundles weighing © 4 " 
These con- 


from 200 to 275 pounds. 


sisted of separate sheets of rubber laid __ : 


one on top of the other and averaging 
one-eighth inch in thickness. 


In the 


summer the rubber sweats and in | ; 


the winter it tends to get hard. 


The sheets become stuck together : 2 


and have to be pulled apart. This sh 


work was exceedingly expensive and 


was very hard on the laborers, es- ss 
pecially on their hands. To do the work _ 


there was introduced the hydraulic 
knife, which in one motion cuts these 
bundles into six parts so that today two 


men with the aid of thismachine cando | 


as much work as six or eight men could 


do before. Where in the field of dis- 


tribution can you find parallel cases of — 


this kind, where two men are today do- _ og : 


ing the work of six or eight in former 
years? Indeed, in the field of distribu- 
tion you are more likely to find cases 
where six or eight men today are doing 
the distributing work formerly requir- 
ing only two. 

The industry has also made interest- 
ing developments in conveyingsystems. 
This has made it possible for a few men 
today to do the same amount of work 
as required many men to do previously. 
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Likewise the present tire machine as 
compared with the old method of put- 
ting each ply on by hand has increased 
the efficiency of production by over 
100 per cent. 

Concerns making automatic machin- 
ery for sealing and labeling bottles re- 
port that one sealing operation (which 
by hand labor produced only 28 units 
per minute) produces by machine 120 
units per minute. In labeling, hand 
operation will give about 28 units per 
minute, while machine operation will 
give from 85 to 110 units per minute. 
Figures on wire drawing operations 
show nearly a six-fold increase in effi- 
ciency by the replacement of hand 
labor with automatic machinery. 


The mere recital of such examples as 
the above, which could be almost end- 
lessly multiplied to cover nearly the 
whole range of industrial activity, 
brings home the sharp contrast between 
all this progress in production and the 
lack of progress or even the backward 
movement in distribution. 


Distrieution BY 
PRODUCTION 


A few years ago there was made a 
very elaborate survey by a joint com- 
mission of the Senate and the House, 
the so-called Anderson Report, the 
chairman of the Commission being Mr. 
Sidney Anderson, Representative from 
Minnesota. To the secretary of the 
Commission, Mr. Irving S. Paull, con- 
siderable credit must be given for this 
great work. Quoting from the report: 


In earlier times there was no problem of 
distribution because people lived simply 
and produced their own foodstuffs, cloth- 
ing materials, and found fuel and materials 
from which to create shelter close at hand. 

‘ Pioneers traveled into new country 
and established communities and devel- 
oped resources. Railroads were developed; 
goods were transported and time and dis- 
tance became factors in the relations and 
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transactions of men. . . Trader 
and merchants facilitated the exchange of 
commodity and surplus for comfort, 
Travel became a matter of comparative 
ease and man traveled far to display mer. 
chandise, while the resources of a town 
were converted into new wealth with which 
to purchase greater comfort, convenience, 
and opportunity. The standard of living 
constantly advanced and an ever increas. 
ing proportion of the population entered 
the fields of industry, commerce, and finanee, 

Inventive genius perfected ma- 
chines to relieve more and more hand labor 
and to produce goods in greater volume. 

The consumer came to expect un- 
usual service and convenience as a matter 
of course, and finally to demand more, 
Each new service and convenience drew ad- 
ditional people into the activities of distri- 
bution. More and more facili- 
ties were created, more and more people 
were engaged in a constant upbuilding of 
expense, until we have now reached a point 
where it costs more to distribute and serve than 
it costs to produce. Commodity values are 
lost in a maze of service costs, and the time 
has come for a consideration of the funda- 
mental problem and the economic distri- 
bution of the absolute essentials. The 
Commission is convinced that the problem 
of distribution is one of the most important 
economic problems before the American 


people. 


Another significant quotation—the 
Commission describes its statistics as: 

Sufficient to indicate that the processes of 
manufacturing have become economical 
and efficient, while distribution has become 
expensive and inefficient. 


Some of the findings of the Commis- 
sion have been questioned and excep- 
tion has been taken to some of its 
detailed statistics. No quibbling or 
hair-splitting, however, can overturn 
the central proposition which this sur- 
vey brings out: namely, production has 
outstripped distribution. 

It is significant to note that taking 
the figures covering a variety of lines, 
such as bread, corn flakes, rolled oats, 
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dothing, shoes, etc., and taking a pre- 
war year, a war year, and a post-war 
year, production and distribution costs 
average just about fifty-fifty. It seems 
almost incredible that out of the dol- 
lar the consumer pays for goods only 
fifty cents represents the value of the 
goods and half his money goes for the 
expense of distribution. 

There is another way to approach 
this important subject, and that is 
through the Census of Occupations. 
As nearly as can be ascertained, per- 
sons occupied in trade and transporta- 
tion constituted about 15 per cent of 
the total gainfully employed thirty 
years ago. ‘Today the percentage has 
probably risen to nearly 20 per cent. 
The change seems small, of course, but 
Iregard it as extremely significant. 
It shows a trend in exactly the wrong 
direction. 

With only 20 per cent of occupied 
people engaged in trade and transporta- 
tion, it might appear that after all dis- 
tribution is being handled pretty well; 
but bear in mind that these are merely 
two of the Census classifications that 
represent distributive occupations. 
The building craftsman who is putting 
up a retail store or wholesale estab- 


lishment is not classified by the Census 
Bureau as connected with distribution; 
but really this is where his energy is 
going. The people who are making 
cash carriers for stores or adding ma- 
chines for wholesale establishments are 
really engaged in distribution, although 
classified as manufacturing. More- 
over, there are many other categories 
such as commission men, brokers, etc., 
all of which will be found connected 
with distribution. I believe that if 
all these innumerable complex rela- 
tionships could be traced out, it would 
be found that occupations split in just 
about the same proportion as costs, 
namely fifty-fifty between production 
and distribution. 

The following statistics start with 
1849. We show first for each avail- 
able year the number of wage workers. 
Then we show the corresponding value 
of manufactured products. Finally 
from these two sets of figures we get for 
each reported year the value of products 
per wage worker. Note the tendency 
of production per worker to increase. 

It is true, of course, that the Census 
reports production in terms of dollars. 
Hence changes in the commodity price 
level play a part. 


FacToORIES AND HAND AND Wace Earners VALUE OF 

NEIGHBORHOOD INDUSTRIES (AverRAGE NuMBER) Propucts Waste Baume 
1849 (census of 957,059 $1,019, 106,616 $1,065 
1859 (census of 1860).............. 1,311,246 1,885,861,676 1,438 
1869 (census of 1870) went val. ». 2,053,996 3,385,860,354 1,648 
1879 (census of 1880). . 2,732,595 5,369,579,191 1,965 
1889 (census of 1890)............. 4,251,535 9,372,378,843 2,204 
1899 (census of 1900).............. 5,306,143 13,000, 149,159 2,450 
Factories, Excluding Hand and Neigh- 

Industries: 

1899 (census of 1900).............. 4,712,763 11,406,926,701 2,420 
1904 (census of 5,468,383 14,793,902,563 2,705 
1909 (census of 1910).............. 6,615,046 20,672,051,870 3,125 
1914 (census of 1915)... ... 7,036,337 24,246,434,724 3,446 
1919 (census of dae 9,096,372 62,418,078,773 6,862 
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Even with allowance for change in 
prices, however, there has been increas- 
ing output per worker. The problem 
of how to secure distribution for this 
increasing output is steadily becoming 
more urgent. 


IMPORTANCE OF SALES DEPARTMENT 


Everybody who has ever been con- 
nected with a business organization 
realizes that the most critical element 
in business is sales. It is well enough 
to arrange production programs and 
factory schedules, but unless the sales 
department can bring in the requisite 
volume of orders, the best-laid plans 
are totally upset. There has been a 
great interest lately in budgeting sys- 
tems. None of these systems are any 
better than the sales forecast on which 
they are based. If sales can be fore- 
cast correctly, a fairly rough estimate 
of most other items will suffice; but if 
sales are forecast incorrectly, then all 
the other fine figuring on materials, 
payrolls, etc., is nothing but waste 
paper. It is the forecast of sales that 
determines not only production and 
personnel policies, but the financial 
management of the enterprise. 

At the beginning of this paper, I ad- 
vised the sales manager to study the 
work of other departments. I cannot 
close without an earnest appeal to all 
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other executives in every organization 
to take an intelligent interest in the 
sales problem. This does not mean un- 
warranted intrusion on the sales man- 
ager’s activities, but rather a sincere 
attempt to appreciate his work and give 
every possible co-operation, realizing 


that the sales department is the power 


house which keeps the whole organiza- 
tion going. 

Of all the forward steps which have 
been proposed for increasing the eff- 
ciency of distributions, the most im- 
portant of all is the one which is the sub- 
ject of this paper: namely, the study of 
business trends, movements, and fore- 
casts. Many of the various measures 
which have been proposed from time to 
time are mere details; but this study of 
business trends, movements, and fore- 
casts is basic and fundamental. There 
are many important things for the dis- 
tributor to know; but the most impor- 
tant of all is to know the trend of busi- 
ness conditions; there are important 
things for the distributor to do, but the 
most needful of all is that he use rather 
than buck the great trends of business. 
Hence in conclusion I urge the direc- 
tors of sales, advertising, and credit 
to study every available aid that 
will help in interpreting and forecast- 
ing these great fundamental business 
movements. 
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The Truth-in-Advertising Movement as It Affects the 
Wealth-Producing Factors in the Communit 


By H. J. Donne ty, Jr., B.Sc. trode att) 


Secretary, National Vigilance Committee 


ITH the development of busi- 

ness as a science, there arises in 
the mind of the business getter a reali- 
zation of the need for meeting growing 
competition with new ideas in market- 
ing and distribution. The business 
man does not expect his sales to in- 
crease of their own accord, but realizes 
that there must be some stimulus to in- 
crease the consumer’s demand for a 
particular product or service. 

The rise of modern business and 
modern business methods has seen the 
development of a group of business 
builders, the logical and natural evolu- 
tion of printed salesmanship from an 
embryonic stage into the capacity of a 
scientific dispenser of a business mes- 


Modern advertising has become a 
powerful force that is hardly reconcil- 
able with the old bally-hoo type of pub- 
licity known to a former generation and 
which included all the evils known to 
the profession. Still, it has been a 
healthy growth and we have seen the 
ugly duckling nursed through all the 
handicaps of childhood until today, 
while still susceptible to some of the 
mischievousness of youth, it stands 
forth a finished product, a recognized 
profession symbolizing an absolute busi- 
hess necessity. 

Advertising is no longer centered in 
the idea that a picture of a pretty girl is 
an indispensable necessity in the crea- 
tion of attention value, regardless of 
whether the product advertised be 
automobile tires, canned goods, or 
hardware. No longer are the cheap, 
tawdry tricks of the trade needed or 


countenanced, although questionable 
sales, misdescriptions, misbranding, 
and many other misleading characteris- 
tics continue in use by some with the 
attendant evil result on legitimate 


business. 
£ 


ADVERTISING AND Goop 


Advertising today is a promise of 
business performance. It is a creative 
agency, constructive in its nature, the 
interpreter of business ideas. As an all- 
important element in distribution, it 
expresses the personality of the adver- 
tiser, his hopes and his desires. In its 
form it is simplicity itself, with no com- 
plicated machinery to become involved, 
provided, however, this simplicity is 
expressed in terms of Truth. If fric- 
tion in the form of untruths, exaggera- 
tions, and frauds creeps into the scheme 
of things, there is likely to arise a depre- 
ciation of that most valuable item of 
business—good will, the keynote of all 
selling success and the foundation of all 
righteous and legitimate effort. Upon 
good will are built sales and profits, and 
we find that confidence and good will 
are closely allied. Where confidence 
through untruthful and fraudulent ad- 
vertising is defiled, good will is de- 
stroyed. The Golden Rule must be 
preserved in all business generally and 
in advertising, the builder of good will, 
particularly. In no better way can the 
cash drawer value of confidence be pro- 
tected than by demonstrating to the 
public that advertising promise checks 
with business performance. 

In this connection, it is not difficult 
to understand that good will, an ab- 
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stract, incorporeal quality, built and 
preserved by legitimate advertising, is 
the basis of modern business success. 
I intend to show how this force has been 
prostituted by advertising untruths 
and the steps that are being taken to- 
ward the protection and preservation 
of it. I intend to show further, that 
there is a real need for an organization 
such as the Associated Advertising 
Clubs of the World. 


Tue Truta Movement 

Recently an editorial appeared in 
Advertising and Selling, commenting on 
the effect of Truth. I present it here, 
for it paints a most adequate and pleas- 
ing picture: 

Why Truth? 

The most beautiful thing in the world is 
Truth. A woman may rouge divinely, bow 
her lips into a Cupid’s caress, cream to 
sweet innocence the dark shadows under her 
eyes, lure with the sophisticated lure of as- 
sured experience. 

And once the illusion is pierced—a punc- 
tured bubble! 

There is no comeback when a surface 
glitter is rubbed away. 

But Truth—it may be naked. It may be 
clothed in silks and satins. It may be torn 
apart, misunderstood, attacked on all sides. 
Yet it remains, fundamental. Anything to 
its detriment must fade away in the light of 
facts. 

One incorrect statement will practically 
kill the chance of any product with those 
who know better. It is instinctive to rea- 
son, “if unreliable in one thing—beware.” 

There is nothing, absolutely nothing; that 
will make us buy and be satisfied excepting 
confidence. 

Confidence, buildable only upon truth, 
is the golden key to sales. 


This editorial is an echo of the senti- 
ments voiced in a resolution adopted by 
the Associated Advertising Clubs of the 
World in convention at Baltimore in 
1913, when it became evident that 
there was a need for an organization to 
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patrol the avenues of paid publicity, 
keeping it free from the evils and nu. 
sances that were creeping in, in the 
forms of untruths, exaggerations, and 
frauds. That resolution said in part: 


We believe in Truth, the corner-stone 
of all honorable and successful! business, 


We believe there should be m 
double standard of morality involving 
buyer and seller. 


And with the adoption of that resolu. 
tion, there came into active being the 
National Vigilance Committee and its 
affiliated Better Business Bureaus, an 
integral part of the Associated Adver- 
tising Clubs of the World. Those 
present at that convention in Baltimore 
have seen the scientific evolution of 
advertising, have seen the ranks of the 
Truth-in-Advertising Movement swell 
until today 314 advertising clubs and 
25 affiliated associations and depart- 
mentals are included in the Movement 
that represents 30,000 advertising men. 

Since 1913 the Vigilance Department 
has developed from a staff of volunteer 
workers supported by only a handful of 
memberships into an organization that 
is supported by more than one thou- 
sand of the country’s largest and most 
representative business firms, with a 
paid staff of more than a dozen execu- 
tives. The local vigilance work has 
progressed by leaps and bounds until 
today there are in active operation 
forty Better Business Bureaus in the 
principal cities of the country, sup- 
ported by the leading business concerns 
of the community and operated by 4 
paid staff. More than $500,000 is be- 
ing spent yearly for the sole purpose 
of protecting advertising, building up 
public confidence in advertising and in 
ferreting out frauds and fakers from this 
field; an insignificant sum when com- 
pared with the total yearly investment 
in advertising. Only recently one 
large manufacturing concern appropri- 
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ated $12,000,000 a year for the purpose 
of presenting its message to the public. 


Tue MoveMENT AND BusINEss 


Every branch of organized business 
is represented in the movement for 
Better Business methods and it isa well- 
established premise that the movement 
is of great importance to the entire 
business world. 

Production and marketing, the two 
arms of business, are affected seriously 
by the fraudulent and misleading ad- 
vertising menace, for we have found 
advertising to be the keystone of these 
two correlated elements. If public 
confidence in advertising is destroyed 
or weakened by untruths, the whole 
industrial structure rests upon a shaky 
foundation. Bankers, manufacturers, 
merchants, farmers,—in fact all classes 
are affected, as I shall presently point 
out. 

It must be understood that honest 
advertisers are legion, but often such 
advertisers err, or are perhaps over- 
zealous in their efforts to present their 
message. Should such mistakes be the 
cause of public indictment or should 
efforts be made to rectify such con- 
ditions? Thousands of dollars may be 
involved in a legitimate company whose 
advertising may be subject to question, 
and in its efforts to promote Truth, 
the Movement often secures a correc- 
tion of the mistake when not mali- 
ciously intended rather than be the 
cause of the concern’s downfall, there- 
by building confidence and creating an- 
other adherent to honest advertising. 

Only recently a reputable mail order 
house was found to be engaged in seri- 
ous malpractices in their advertising. 
Investigation by the National Vigi- 
lance Committee showed the presence 
of misdescriptions, fake testimonials, 
and exaggerated value claims. The 
president of the concern satisfactorily 
convinced the Committee that such 
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practices were no fault of his own, but 
were due to circumstances over which 
he had failed to provide supervision. 
Rather than publicly expose the con- 
cern’s methods through its own organi- 
zation, thereby causing loss of confi- 
dence and business, the Committee se- 
cured from the advertiser a promise of 
reform and required the concern to 
issue a letter of retraction, apologizing 
for the discrepancies and offering a re- 
turn of money to those who had been 
misled. This retraction was sent to 
the concern’s entire mailing list—more 
than a quarter of a million names—and 
forms the basis of the company’s irrevo- 
cable promise to adhere strictly to the 
truth in the future. 

In a case of this nature, and there are 
hundreds of similar ones, the Move- 
ment is directly assisting a producer of 
wealth to correct mistakes and miscon- 
ceptions that may in the future act as a 
boomerang, dulling the pulling power 
of his publicity. 

CONFIDENCE = 

The Committee has but one aim, the 
building of public confidence in adver- 
tising in order that the advertising dol- 
lar may mean one hundred cent’s worth 
of printed salesmanship; in order that 
the reader may believe and buy with- 
out sneeringly tossing the advertise- 
ment aside with the comment, “Just 
some more advertising bunk.” Briefly 
stated, the purpose of the Movement is 
to create a maximum of public confi- 
dence in advertising by making all ad- 
vertising trustworthy. 

In visualizing the goal of its ultimate 
effort the Association must necessarily 
engage in a number of correlated activ- 
ities. In order to build confidence it 
must protect the public and endeavor 
to keep down the total of losses. This 
it does through the National Vigilance 
Committee and the Better Business 
Bureaus, by means of a “Before you 
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Invest—Investigate”’ service; an infor- 
mation service to individuals, cham- 
bers of commerce, other civic organiza- 
tions and publications; in addition to 
its exposures through newspapers and 
other means, of fraudulent enterprises. 
In this way fakers find it difficult to 
operate and because of the obstacles set 
up the proposition is often abandoned 
shortly after its inception. 

Where such methods do not achieve 
the desired result, prosecution is re- 
sorted to either directly or through the 
various agencies with which the Truth 
Movement co-operates. It must be 
understood that only a small percentage 
of the work of the entire organzation 
has to do with prosecution, indicating 
that while in many cases it is of direct 
and substantial assistance to the legally 
constituted authorities, the Movement 
accomplishes results that such author- 
ities cannot hope to obtain. The 
greater part of the vigilance work 
has to do with a frank and open discus- 
sion of questionable statements with an 
advertiser, thus obtaining an elimina- 
tion of misleading characteristics, at the 
same time making another friend and 
ally of the movement for Truth. 

Then again, the active co-operation 
of newspapers is part of the daily rou- 
tine, and many papers are governed in 
their acceptance of advertising copy by 
the facts set forth by the Truth Move- 
ment. In harmony with the educa- 
tional efforts of the Movement many 
publications refuse certain classes of 
advertising and some even go so far as 
to guarantee every stickful of advertis- 
ing appearing in the publication. It is 
not at all uncommon to find a reliable 
publication making a cash adjustment 
of a complaint registered by someone 
claiming to have been defrauded 
through an advertisement appearing in 
the paper. Only recently an African 
reader of an American magazine was 
given a check for $35.00 by the publica- 
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tion, representing the amount lost by 
the reader in a fake song poem scheme 
that was advertised in the magazine, 
In this case the paper received less than 
$5.00 for the insertion of the small clas. 
sified advertisement. Such a policy 
undoubtedly makes for continued sub- 
scribers and is a procedure that has its 
value in increased circulation. 

Practical. Definite. Helpful. As 
far as words can describe, these words 
tell the story of a service which has been 
aggressive and fearless, while construe- 
tive and co-operative in its relation to 
each class of business. 
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We believe that advertising is an in- 
strument through which the public is 
acquainted with a product or a service. 
The right to advertise is not an inalien- 
able right. It rests upon a franchise 
extended by the public and withdrawn 
when public confidence is betrayed. 
It is an instrument whose use should be 
encouraged by those who have a legiti- 
mate message to present in a truthful 
manner. The fact that the 1924 con- 
vention of the Associated Advertising 
Clubs of the World was held in London 
is proof in itself that advertising is too 
great to be localized. It belongs to all 
races and creeds—it belongs to the 
whole world. It is an excellent weapon 
for combating the menace of the faker, 
as has been illustrated by its growing 
use by the financial field. It was at 
one time considered an unethical prae- 
tice for a reliable financial house to ad- 
vertise and as a result, fake promotions, 
stock jobbers, bucketeers, and other 
parasites of finance found the gate wide 
open and stepped in and took posses- 
sion of the investor’s funds by means of 
sensational literature offering unheard 
of and impossible returns. 

They took, and continue to take, 
millions out of the pockets of the invest- 
ing public, and business that would ordi- 
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narily have accrued to legitimate finan- 
cial houses is lost, not only through 
the loss of regular business, but by 
means of the barrier raised by the 
slogan of the faker, “All brokers are 
crooked and Wall Street is a menace.” 
By assuming a disinterested attitude 
toward advertising, legitimate finance 
was permitting an injustice to be 
worked on a public that had no means 
available of determining the true facts. 

Today advertising plays an impor- 
tant part in the marketing of legitimate 
securities just as it does in the sale of 
groceries or other commodities, and the 
public is becoming educated in the se- 
lection of worth-while investments, 
avoiding those fairies of finance that 
offer fabulous returns or who have a 
sure way of “beating” the stock mar- 
ket. As evidence of the growing re- 
spect of the financial field for advertis- 
ing, it is interesting to note that the 
Investment Bankers’ Association re- 
ported that $40,000,000 was spent in 
1923 in advertising. Furthermore, the 
sale of millions of dollars’ worth of 
public utilities securities to individual 
users, the development of the customer 
ownership plan, has been made possible 
by means of advertising. 

Not only does it believe that the use 
of truthful advertising should not be 
restricted, but the Committee contends 
that the practice of using disparaging 
statements in advertising concerning a 
competitor should be avoided. Adver- 
tising is a powerful instrument for good 
and should not be used as a weapon by 
one advertiser against another. Time 
after time the National Vigilance Com- 
mittee has been called upon to act as a 
mediator in a dispute between two ad- 
vertisers who have carried their battle 
to the point of using the printed word 
in casting aspersions on one another. 
In many instances, the transgressors 
have been brought together, the harm 
of such methods has been pointed out, 
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and an amicable settlement has been 
reached. 

Not only does the Truth Movement 
correct misuse, misrepresentation, and 
exaggeration in advertising, but it 
plays an important part in the inves- 
tigation and elimination of frauds that 
no manner of moral persuasion could 
possibly make right. It is variously es- 
timated that between $600,000,000 and 
$1,000,000,000 is lost yearly by one mil- 
lion people through frauds in the shape 
of stock promotions, bucket-shops, 
something-for-nothing schemes, and 
various other devices used in mulcting 
a gullible public. This great loss has 
all the symptoms of an economic waste 
in that the millions that should right- 
fully go into legitimate avenues of 
trade, into home building and industry, 
is lost forever to the thousands of per- 
sons that can ill afford such losses. 
This huge loss represents approximately 
one-fourth of the total amount of new 
financing for 1923. Ministers, school 
teachers, widows, government clerks, 
foreigners, and even professional and 
business men form the nucleus of the 
class made famous by Barnum—the 
great American sucker. 


Division oF OPERATIONS 


The work of the Truth forces falls in- 
to two natural divisions of business— 
merchandising and finance—thus in- 
cluding practically every known com- 
modity, security or service. It is well 
to have these divisions clearly in mind 
when analyzing the effect of the Move- 
ment on the wealth-producing elements, 
taking into consideration the benefit 
accruing to each particular unit. The 
intangible, unseen, indeterminate value 
of this Movement has already been 
shown in its general activities in pro- 
moting better business methods and 
truthful advertising. It is already con- 
ceded that the organization helps all 
business by building public confidence 
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in business. On the other hand, indi- 
vidual wealth-producing factors are di- 
rectly affected. It is in this phase that 
we are primarily interested here, a 
phase that provides us with a definite 
idea of the success of the work. 
Perhaps the most direct way of illus- 
trating the value of the Truth Move- 
ment is to present a picture of the 
accomplishments of the Vigilance De- 
partment in particular fields of en- 
deavor, secondarily considering the 
value of such activity to the remainder 
of the field. Let us first visualize and 
analyze the effect on the financial field. 
Only a few years ago it was common 
to see an advertisement of a promoter 
offering fabulous returns on an “invest- 
ment” running adjacent to a conserva- 
tive announcement of an established 
banking house offering bonds yielding 5 
per cent. What chance had the latter 
against the appeal to the something- 
for-nothing instinct as exemplified in 
the promoter’s advertisement? An 
advertising expenditure that brought 
no return—practically a waste. 

The Truth Movement during its co- 
operation with chambers of commerce, 
blue sky commissions and the Federal 
authorities, has been instrumental in 
running to earth these free-booters of 
finance, and has done much to make it 
safe and profitable for the legitimate 
house to advertise, thus assisting in the 
_ tearing down of the barriers of prejudice 
_ against advertising that existed. 


ELIMINATING FAKE PROMOTER 


Perhaps the Movement’s outstand- 
ing accomplishment in the field of fairy 
finance was the recent campaign of ex- 
posure that culminated in the sentenc- 
ing of scores of oil stock promoters to 
the penitentiary for using the mails to 
defraud. At the height of the oil stock 
- boom, an investigator of the National 
Vigilance Committee was sent to Fort 
Worth, Texas, where he accumulated 
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evidence of the conditions existing 
there. These facts were presented to 
the public as a warning of the cupidity 
of the oil stock promoter and was per- 
haps the first word to a credulous pub- 
lic that a wholesale campaign of fraud 
was being conducted in the oil field, 
Indictments and convictions of such 
outstanding figures as Dr. Frederick A, 
Cook, the Arctic explorer, S. E. J. 
Cox, famous as a writer of lurid ad- 
vertising literature, Pat Marr, a youth- 
ful exploiter of investors’ hopes, But- 
ler Perryman, and myriads of others 
followed. 

Thefamous Pan Motorcase, acknowl- 
edged to be one of the greatest stock 
peddling schemes ever perpetrated, the 
exposure which brought fame to the 
Truth Movement, took millions from 
unwary investors and resulted in the 
sentencing of the promoter, Pandolfo, 
to ten years in the penitentiary. Al 
Bidwell of Buffalo sold thousands of 
shares in his Angola tire scheme. The 
Commonwealth Hotel Construction 
Company was compelled to abandon its 
visionary club-hotel, stock-selling plan. 
The L. R. Steel Company had a vision- 
ary scheme that obtained the savings of 
thousands of investors; James Elliott 
and his Business Builders disposed of 
thousands of dollars’ worth of stock in 
companies now no longer heard of. 
Josiah Kirby and his Cleveland Dis- 
count Company obtained thousands of 
dollars from the public. Morton §. 
Hawkins with his chain of loan banks 
found himself in the clutches of the law, 
and countless others have added to the 
phenomenal loss to investors. 


Loan CoMPANIES 


The financial schemes that the Truth 
Movement has exposed and warned 
against are many and varied. The 
Movement has assiduously opposed the 
operation of hundreds of three and four 
per cent loan and home building com- 
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panies that have taken such a toll from 


home seekers by means of a contract 
having many of the features of a lottery 
anda gamble. It is interesting to note 
that the promoters of the Union Home 
Builders, the largest company of this 
kind and one of the first in the field, 
were recently indicted on a charge of 
defrauding the public. A postal fraud 
order declares the company’s contracts 
to be lotteries and therefore no further 
business can be received by the com- 
pany through the mails. 

The legislature of the state of New 
York a year ago passed a bill prohibit- 
ing such schemes from writing con- 
tracts in New York State, and several 
other commonwealths have gone defi- 
nitely on record against such proposi- 
tions. Practically every large city and 
many small ones had several of these so- 
called home building companies that 
permitted the holder of a numbered 
contract to obtain a loan with which to 
build a home when his number was 
reached. In some instances it was 
shown that an individual might deposit 
a weekly or monthly sum for forty 
years before his number in the series 
was reached, provided the compafy 
could work out its promises—in many 
eases, a highly improbable feat. 

What is the local result of such 
“loan” schemes, aside from loss of con- 
fidence and the out-of-pocket loss of an 
individual whose heart-strings were 
played upon in holding out to him high 
hopes for a home of his own? In the 
first place, the local building and loan 
associations and banks lost the use of 
such funds; a contractor or builder loses 
a contract; local lumber and hardware 
dealers lose an order; carpenters, plas- 
terers, and other workmen lose a job, 
while the only item on the credit side of 
the ledger, appearing as the promoter’s 
gain, is offset by his later loss of repu- 
tation and perhaps confinement in 
prison. 
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ScuemMes VARY 

Other schemes include perpetual mo- 
tion machine promotions, compressed- 
air automobile exploitations, aeroplane 
transportation companies, booze run- 
ning expeditions, oil and mining stock- 
jobbing propositions, bucket shops, 
fake tire schemes, blind pool specula- 
tions, moving picture promotions—in 
fact, any proposition or invention that 
has merited public interest, has been 
used by these piratical parasites in sep- 
arating the unwary investors from their 
money. They have taken money that 
would ordinarily have gone into or re- 
mained in banks to be used in home 
building, the development of economic 
resources and the building up of indus- 
try and wealth. Just so much poten- 
tial force for good lost forever to the 
community. 

However, the past few months have 
witnessed the exodus of many of the 
glib-tongued gentry from the ranks of 
stock peddlers and confidence men into 
new and greener pastures. Perhaps 
the peddling of questionable securities 
has been made so difficult and prosecu- 
tions have made such a lasting impres- 
sion that some new field must be sought 
where a substantial profit can be had 
with little or no risk. Consequently we 
find many of our old friends offering 
different real estate propositions to 
the individual investor. Muscle Shoals 
lots, fig farms, various kinds of orchards, 
and other real estate investment possi- 
bilities are now being offered and being 
accepted by many who no longer feel 
the lure of the gilded stock certificate. 

EFFECT ON SALES 

A highly instructive article recently 
appeared in Printers’ Ink under the 
title “The Blue Sky Promoter Is Steal- 
ing Your Sales.” 

The author of this article, from a new 
viewpoint, intelligently discusses the 
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ever-pressing problem of the relation of 
the dispenser of patches of blue sky to 
fields other than the security market. 
In discussing the ramifications of the 
get-rich-quick evil it was pointed out 
that fields of merchandise were just as 
easily affected by the menace of the 
promoter because the purchasing power 
of the person defrauded was diminished. 
A striking illustration of the result of 
such losses on sales is provided when 
the author shows that $500,000,000 lost 
yearly could well mean 10,000,000 suits 
of clothes at $50.00 each ; could be equiv- 
alent to 1,000,000 tractors at an aver- 
age of $500.00 each; and the effect on 
individual national advertisers could 
possibly be measured in terms of 200,- 
000,000 Congoleum rugs, size 3 by 6 
feet, retailing at $2.50 each. 

In calling to the attention of the busi- 
ness man the effect of the operations 
of such parasites of promotion, who can 
only dispose of their worthless securi- 
ties through advertising, Printers’ Ink 
continues to lend its valuable assistance 
to the Truth Movement. Due credit 
is given the Associated Advertising 
Clubs and its Vigilance Department 
for their activities in keeping this loss 
down by means of its activities in 
eliminating the faker and educating 
the public to the type of scheme that 
should best be avoided. 

So much for the effect of financial 
frauds on business. In passing, it is 
well to understand that the Truth 
Movement in driving out the faker is 
enhancing the cause of legitimate fi- 
nancing. It is not establishing barriers 
against the sale of legitimate securities. 
On the contrary, the Movement is pro- 
tecting the development of that most 
important economic factor—capital— 
and in its efforts it accomplishes two 
things. First, by lending its assistance 
in the securing of capital for legitimate 
purposes in a legitimate manner by 
showing to the individual investor, an 


important source of capital, the exist. 
ence of an agency operating to protect 
him and to segregate for him the un- 
worthy from the worthy financial ven. 
tures; and secondly, by exposing the jl. 
legitimate scheme and preventing a loss 
of capital to the individual. 


Pirirut Cases 


Many heart-rending cases have come 
to the attention of the Truth Move. 
ment. A widow, broken in health, 
“invests” the proceeds of her hus- 
band’s life insurance policy in a “sure 
thing” only to lose all, necessitating 
the farming out of her children to 
friends and relatives because of her in- 
ability to care for them. A New York 
physician, once gifted with a large and 
substantial practice lost because of his 
grief at the death of his son in the 
World War, parts with his savings of 
years hoping to obtain sufficient return 
to tide his wife and himself over the 
lean years until the return of his health 
and ability. In the files of the Na- 
tional Vigilance Committee, there are 
many pitiful, gripping letters reciting 
similar occurrences, a reading of which 
is sufficient to make an honest person's 
blood boil at the callousness and duplic- 
ity of the recalcitrant stock promoter 
and bucket-shop operator; all express- 
ing the grief of a broken-hearted in- 
dividual whose faith has been dragged 
through the mire of deception and who 
emerges with eyes closed against all 
legitimate effort, a living _ protest 
against the unscrupulous advertiser. 

For every unworthy scheme there 
are dozens of worthy propositions 
offered as shown by the estimate that 
in 1923 $5,000,000,000 was used in new 
financing. However, it is necessary 
that a close scrutiny be kept on all new 
modes of financing and the willingness 
of a financial advertiser in presenting 
complete details to the National Vigi- 
lance Committee or the Better Busi- 
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ness Bureaus is often taken into consid- 
eration in determining the legitimacy 
of the offering. Novel and ingenious 
schemes are not always fraudulent 
but must be carefully watched. 
Only recently a new type of investment 
was offered by a financial house of fa- 
vorable repute. The proposition was 
a worthy one and because of its merit as 
an investment was able to pass the 
scrutiny of the most credulous with fly- 
ing colors. However, soon after, there 
appeared an offering of a smaller finan- 
cial house, based on the same idea but 
advertised by statements that were 
subject to challenge. The latter house 
was clearly playing with fire in its ef- 
forts to outdo the originator of the idea 
and it became evident that not only 
would the house itself be criticized, but 
the new method would soon be value- 
less, if misrepresentation and exaggera- 
tion were permitted to continue in the 
advertising of it. The National Vigi- 
lance Committee immediately got in 
touch with the offender and asked that 
future copy contain more accurate 
statements that were clear and decisive 
and not subject to two interpretations. 
In this case the barn was locked before 
the horse was stolen and another name 
was added to the list of friends of the 
Truth Movement. 


Catcu-Penny Fraups 


While the marketing of spurious se- 
curities, and the offering of other types 
of financial schemes, is directly respon- 
sible for the loss of millions of dollars 
yearly, still there are many catch-penny 
frauds that take a heavy toll from the 
unwary public, although the individ- 
ual loss is trifling. Such schemes, as 
investigated and exposed by the Truth 
forces, include the sale of work-at-home 
outfits; song poem propositions; some- 
thing-for-nothing offers, and various 
educational propositions. The home- 
work artist directs his appeal to a class 
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of persons known as “shut-ins,” who 
because of physical disability are un- 
able to get out to work, yet are desirous 
of securing some manner of income. 
Promises of $25 and $50 weekly income 
are made to those persons who can 
paint lamp shades, embroider or knit 
articles of wearing apparel, who can 
mail out circulars, compile mailing 
lists, or do any of the many things that 
go hand-in-hand with the work-at- 
home proposition. 

For $2.00 an outfit of sheet music of 
questionable value, together with a kit 
of cheap mailing circulars, could be ob- 
tained from a Broadway music concern 
of questionable standing, who claimed 
that several times the amount invested 
could be earned by the worker. Paint- 
ing outfits have been sold for $7.50 with 
a promise that acceptable work will be 
purchased from the worker by the con- 
cern selling the outfit. However, no 
matter how proficient or experienced 
the worker may be, the company finds 
sufficient reason to warrant the sending 
of a form rejection letter, recommend- 
ing a continuation of the worker’s effort 
to produce acceptable work and further 
recommending the purchase of addi- 
tional material. 

Recently, the Committee broad- 
casted a report on a St. Louis concern 
that offered a list of buyers of farm 
lands. The list was contained in a 
stamped, sealed, self-addressed, return 
envelope, which could be opened by the 
recipient, if a payment of $2.00 was 
made—otherwise, the person was under 
obligation, so the offer inferred, to de- 
posit the unopened return envelope, 
containing the list, in the mails. In 
several instances, letters addressed to 
names of buyers on the list were re- 
turned to the sender “unclaimed.” 

An ingenious Canadian recently sent 
appeals into this country on letterheads 
similar in appearance to the letters used 
by old time liquor houses, offering 
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twelve full quarts of Canadian Rye 
(“the beverage of our grandfathers”) 
at the price of $18.00 for the case— 
nothing added or taken away—delivery 
guaranteed. Those gullible and thirsty 
Americans sending the money received 
in return twelve full quarts of Canadian 
Rye, ‘tis true, but the “Rye” was rye 
grain, suitable as a beverage and a sub- 
stitute for coffee. The performance 
adhered closely to the letter of the 
promise, in this case, but at the same 
time was inherently a fraud and as 
such was excluded from the mails by a 
vigilant Post-Office Department. The 
famous endless chain, petticoat-for-a- 
dime scheme, operated from Chicago 
several years ago, literally brought the 
promoters a deluge of dimes before they 
met their Waterloo in the form of post- 
office inspectors. 

Countless other petty merchandise 
frauds—the majority of them the prod- 
uct of an ingenious but unscrupulous 
brain—have taken from the public a 
sum inestimable because of the aversion 
of the losers to complain of the loss of a 
small sum. 

Case 

A great amount of the Truth Move- 
ment’s work is unseen and unheralded, 
especially in the handling of cases in- 
volving misleading and deceptive, as 
distinguished from fraudulent, adver- 
tising of some article of merchandise. 
Misbranding and mislabelling have 
long been subjects of abuse by adver- 
tisers, some unintentionally infringing 
on another's name; others knowingly do- 
ing so, and still others using trade terms, 
that in themselves are deceptive and 
misleading. Many local dealers mis- 
use nationally advertised trade marks 
either ignorantly or maliciously in dis- 
posing of goods of inferior quality. 
The Truth Movement has effectively 
handled many cases arising regarding 
the infringement of such terms as 
“B.V. D.,” as used by many merchants 
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in describing an athletic type of under. 
wear, rather than a particular produet 
of a particular company. 

A campaign of prevention and cure 
of misbranding has been under way for 
some time, with the Truth forces eo. 
operating with the Federal Trade Com. 
mission. Misleading trade-terms that 
are not descriptive of the goods go 
named have been particularly prevalent 
in the textile field. Beginning with the 
famous decision of the Supreme Court 
in upholding the ruling of the Federal 
Trade Commission in the Winsted 
Hosiery case, there has been a gradual 
diminishing of terms that describe a 
type of fabric of greater quality than 
the material contained in the product 
so named. The National Vigilance 
Committee more than a year ago con- 
ducted a research into misleading tex- 
tile names from the public’s standpoint 
with the aid of the Research Depart- 
ment of the New York University. 
The findings were compiled into a 
booklet and distributed to manufae- 
turers, jobbers and retailers, as a guide 
in the future coinage of trade names. 

In many cities where Better Business 
Bureaus are in operation a particular 
code of branding is in effect in the vari- 
ous fields of merchandise. A number 
of Better Business Bureaus have se- 
cured the co-operation of local fur 
dealers in qualifying such terms as 
“Hudson Seal” and “Sealine’’ with a 
true description, such as “* Dyed Musk- 
rat” or “Dyed Coney.” 

For several years an active campaign 
has been waged against the mislabelling 
of furniture, both finishes and veneers 
being confused with or passed off as 
solids. Woods different from those 
mentioned in advertising have been 
found in the products of some offenders. 


COMPARATIVE PRICES 


Values and prices when used as com- 
parisons have been greatly abused and 
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at one time it began to appear that 
comparative prices or values would 
lose their usefulness. A number of 
large retailers of national reputation 
have ceased entirely the use of compara- 
tive figures, while in the majority of 
Bureau cities a merchant is required to 
use only the last marked price of an 
article in comparison with the present 
reduced prices. In many Bureau cities 
comparative values are only used when 
the value given an article is indicative 
of the price at which several other 
stores in the vicinity are selling the 
same article. It is the belief of the 
Truth Movement that if a legitimate 
saving is effected or the article is worth 
more than the price asked, then the 
public should certainly be given the 
privilege of ascertaining the true facts 
rather than have their judgment influ- 
enced by the enthusiastic opinion of the 
seller, that a $25.00 article is worth 
$100.00. In such cases, those that 
come to buy often remain to scoff. 

So much for a recital of just a few of 
the activities of the Truth Movement. 
As previously shown, the work affects 
every branch of business while certain 
additional pressure may be brought to 
bear on particular fields at particular 
times. At one moment an intensified 
campaign of ridding the tire industry of 
the“ gyp”’ tire dealer may be under way; 
at another time a campaign against dis- 
pensers of hand-me-down re-covered 
mattresses may be in full blast; fake 
batteries and battery solutions may be 
under intensive investigation; question- 
able correspondence schools may re- 
ceive our concerted attention or the 
movement may be ferreting out fake 
medicinal preparations or cures. 

The effect on each field is clearly dis- 
cernible and the reputation of legiti- 
mate concerns is kept clean from the 
smudges of the “gyp” operator and 
questionable advertiser. Representa- 
tives of all lines of business are inter- 


ested in the work of the movement, 
lending all their facilities to the promo- 
tion of Truth. A large Detroit depart- 
ment store has a standing offer of a 
reward to each employe calling to the 
attention of the management any adver- 
tising statement that differs from the 
standards adopted by the concern in a 
pamphlet issued to all employes. The 
trustees of the National Vigilance Com- 
mittee include men of national repute 
in their particular fields while the advi- 
sory boards and directors of the various 
Better Business Bureaus are the out- 
standing figures of their particular line 
in the community. Jewelers, newspa- 
per men, bankers, hardware dealers, 
public utility executives, haberdashers, 
department store heads—in fact, every 
line of business where advertising is 
used is represented in the Truth Move- 
ment. 
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So far as retailers are concerned, it is 
interesting to note the opinion of a 
leading merchant to the effect that 
Truth work increases gross profits on 
sales. This dealer says: 


While Truth in advertising may not re- 


duce the expense of doing business, when 


merchants are anxious to swell their volume, 


yet it is responsible in large degree for in- 
creased percentage of profits, putting all 
factors into a pot and shaking them up. 


My opinion is that the work of the Vigi- 
lance Committee is worth at least $10,000 a 


year net to us. 


Just by way of illustrating further the 
cash drawer value of the Truth-in-Ad- 


vertising Movement, the following case 


is cited: 


The advertising manager of a large 


department store, where a Better Busi- 
ness Bureau was at work investigating 
and correcting confidence destroying 
advertising, removed to a similar posi- 


tion in an eastern city where no practi- 


cal Truth work had been done. His 
advertisements failed to pull as well as 
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in the city where corrective work was 
takingplace. He found that merchants 
in the eastern city invested more for 
advertising in proportion to sales than 
merchants in the city where advertising 
was safeguarded by the Better Business 
Bureau. 

He found that a store in an eastern 
city, doing a business in excess of five 
million dollars a year, spent $178,000 
for advertising, not including trading 
_ stamps which were charged to advertis- 

ing, the percentage amounting to ap- 

proximately 3.5 percent. A store of a 

similar class in a western city showed 

a sales volume of $4,300,000 against an 

advertising expenditure of $143,000, or 

approximately 2.8 per cent. In the 
eastern city, a store which had built up 
public confidence in its merchandise 

and in its services until it had won a 

reputation for quality, did a business of 

seven million dollars a year and spent 
$150,000 for advertising, or a little over 

2.1 per cent of its sales volume. A 

store of a similar class in the western 

city did an annual business of $6,300,- 
- 000 and spent $93,000 for advertising, 
or approximately 1.5 per cent only. 

These are actual figures of successful 
_ department stores in these two cities. 
_ The two eastern stores spent 3.5 per 

cent and 2.1 per cent of gross sales for 

advertising, whereas the stores in the 
western city, where a Better Business 

Bureau was in operation, and where 
_ Truth-in-Advertising was a rule, found 
_ it necessary to invest only 2.8 per cent 

and 1.5 per cent respectively; actual 
proof that organized Truth-in-Advertis- 
ing work makes advertising expendi- 


ture more productive. 


Not only is the Truth Movement pre- 
serving the integrity of advertising, and 
not only is it eliminating fakers and edu- 
: cating the public to the idea that there 
is a Golden Rule in advertising, but it 
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FurTHERING LEGISLATION 


has been actively engaged in the fur. 
therance of legislation that has made it 
more and more difficult for the conf. 
dence destroyer to operate. As an ex. 
ample of its work, the Associated Ad- 
vertising Clubs of the World was in 
many instances a contributing cause to 
the adoption of the model advertising 
law in the various states—a law drawn 
up by Harry D. Nims for Printers’ Ink 
and known generally as the Printers’ 
Ink Model Statute. 

Better Business Bureaus and Adver- 
tising Clubs have secured many and 
various ordinances in their particular 
communities looking toward the pro- 
tection of their business men from 
the ravages of the faker. In some 
communities, comparative price limit- 
ing ordinances are in effect and 
laws against advertising second quality 
goods as “‘firsts’’ are on the statute 
books, while in nearly every large city 
laws regulating the operation of itiner- 
ant merchants and peddlers are en- 
forced. Furthermore, the Movement 
has been instrumental in the develop- 
ment of blue sky legislation to prevent 
the wholesale distribution of wildcat 
securities. 

On the other hand, the Movement 
accomplishes its desires in the great 
majority of cases without resorting to 
the law. The legitimate advertiser, 
comprising more than 90 per cent of the 
profession, prefers to have his problems 
intelligently discussed in a friendly way 
rather than later come under the sur- 
veillance of the law. 

The National Vigilance Commit- 
tee and the Better Business Bureaus 
do not represent any one. branch of 
business. They represent advertising, 
the common instrument of all business. 
Therefore the Movement cannot be ac- 
cused of jealousy or a competitive mo- 
tive. Conclusions and actions are ar- 
rived at in a fair and unbiased manner 
backed by actual facts. The Move- 
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ment’s sole interest is in advertising, 
and the Association is in the closest 
possible touch with its every form and 
branch, some forty in number, includ- 
ing newspapers, magi azines, posters, 
moving pictures, direct mail and the 
like. No other organization can so 
effectively detect advertising misuse 
and abuse and can take steps towards 
the elimination of such conditions. 
The organization can take a broad view- 
point, disinterested so far as a single in- 
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dustry is concerned, a circumstance 
that the faker finds difficult to make 
capital of in his effort to make himself 
out a victim of persecution. 

The Movement is bringing all classes 
of business under the banner of Truth 
and is building up the idea that the 
public must be given primary consider- 
ation. The old adage of the common 
law, “Caveat Emptor,” is thus fast 
giving way to the phrase, “Caveat 
Vendor” —let the seller beware! 
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in 
— use of the word sales mana- 

ger in a modern sense has as 
its meaning, the direction of the activ- 
ities in the field of merchandising, 
which are definitely related to selling. 
His developing technique implies an 
analysis of the historical in order to 
forecast development. Just a few years 
ago, the sales manager’s position was 
considered indefinite as to both duties 
- and scope, and in general more or less 
of a loose-end job. It is only within 
the past few years that any definite 
plan has been observed as to the quali- 
fications and duties of the office. It 
- seems to me that, when business began 
to divide its activities upon some logi- 
cal basis and to recognize the inter- 
dependence of departments, at that 
- moment of time we came to see the 
light as far as the sales manager and 
his duties are concerned. The division 
of business activities into those con- 
_ cerned with (a) finance, (b) production, 
(c) distribution, and (d) clerical admin- 
istration, while not in itself revolution- 
ary, did much to develop specialists in 
the various fields and rightfully to deter- 
_ mine the responsibilities of each group. 
The use of the word “modern,” then, 
as it refers to this field is certainly 
justified, and we find our problems 
definitely related to that which has 
_ never been done before. 
‘The use of terms in the field of dis- 
_ tribution could well undergo a little 
supervision at the hands of some im- 
partial body so that we may avoid 
widespread misuse of certain funda- 
mentals. In connection with the subject 
at hand, I find that certain authorities 


The Modern Sales Manager and His Dev — 
Technique 
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in referring to the work of the sales 
manager do so under the heading of 
administration, while others refer to 


the same activity as executive in 
nature. But is it not desirable to under- 
stand, if we use the legal phraseology, 
that an executor is subject to control 
by rules of procedure which are already 
formulated by others and only the 
details are left to his execution, while 
in the case of the administrator he acts 
as his own initiative dictates, being 
responsible only for the results? With 
this definite plan in mind it becomes 
an easy matter to look at an organiza- 
tion and definitely decide in the great 
majority of cases whether the sales 
manager acts in an executive or an 
administrative capacity. 

In further dividing the activities 
of any particular business, I find a very 
definite operating plan which extends 
from the top of the organization down, 
which in this manner has a board of 
control appointing the chief adminis- 
trative officer, the president, and then 
in turn, with hisconsent, vice-presidents 
in charge of each of the four main divi- 
sions of the business (production, 
finance, distribution, and _ clerical). 
The vice-president of distribution then 
in turn may appoint his managers for 
executive work in the fields of adver- 
tising, selling, and service. There has 
been much said of late concerning the 
advisability of having the advertising 
function, since it is aimed at the in- 
fluencing of consumer purchases, re- 
sponsible directly to the sales manager. 
Whether this is advisable or not is 
debatable, but it is certain that the 
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advisability of absolute co-operation 
between the two departments is essen- 
tial. 


ANALYZING or DistRIBUTION 


The work of the department of dis- 
tribution is therefore subdivided, as we 
have said, into functional activities, 
and each of these activities is again 
divided into some specialized detail. 
The particular work over which the 
sales manager has jurisdiction is then 
the subject of analysis. In the first 
place, the activities which are most 
necessary are those dealing with field 
organization, that is the plan under 
which the salesmen are going to operate. 
Secondly, a full realization of the prin- 
ciple of interdependence and the abso- 
lute necessity of co-operation with 
other activities of the business. This 
latter phase is particularly difficult 
for the average sales manager to real- 
ize. He is creative and dynamic and 
is inclined to feel that the business is 
more dependent on his activity than 
any other, often forgetting the place 
in his enthusiasm which should be 
accorded the factors of production, 
finance, and the mechanical adminis- 
trative operations. 

The other phases of his activities 
center around the work of research, 
both the assembling and analyzing 
of statistics gathered from external or 
internal sources. In addition he often 
has supervision of the clerical work 
connected with credit and delivery as 
well as the larger field of endeavor 
comprising the management of the 
sales force, the methods in use and the 
determination of principles and _poli- 
cies. This latter division is one of the 
expressions which admits of standard- 
ization. Principle is established when 
we refer to that plan which is estab- 
lished and unalterable. It is the gen- 
eralizing idea and is opposed to the 
policy which is but a temporary plan, 


subject to alteration as the conditions 
change. It is worthy of note that in 
addition to these functions there is a 
limited use of the term sales manage- 
ment inasmuch as it is almost solely 
used by large wholesale houses and 
producers who have established sales 
organizations. It has rarely been used 
in connection with retailing by larger 
concerns. 

The work which deals with the statis- 
tical and clerical phases of management 
has been very definitely organized. 
Though some still believe that the 
personal element will be the imponder- 
able, there is in that side a tendency to 
newer development and tangible re- 
sults. To give a summary of what has 
been accomplished in the static divi- 
sions, we see that the field organiza- 
tions have been carefully charted for 
many companies. Thus there are 
recognized types of procedure which 
depend for their effectiveness upon the 
amount of control exercisable over 
them and that these divisions are, 
roughly : 

(1) Direct control from the central 
office. The selling units sent out from 
and controlled by that office. 

(2) Direct control from the central 
office but with resident sales units in 
the various territories. 

(3) Established warehouse facilities 
in various points accessible to proper 
transportation facilities and capable of 
operation under either of the above 
plans. 

(4) Branch offices. Being a larger 
unit than the next and having consid- 
erable latitude in the manner of con- 
ducting the business in a particular 
territory. 

(5) District offices. Much the same 
as the former in operation though 
usually on a smaller scale. 

Each of the above naturally has its 
own organization in turn, but as we 
proceed to these smaller units the 
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manner by which the organization is 
affected varies with every unit. If the 
advertising and export divisions are 
under the direction of the sales de- 
partment they, too, would have their 
activities listed under the group 
above. 

The principle of interdependence is 
one which should be very carefully con- 
sidered for, unless the manager has an 
appreciation of the usefulness, limita- 
tions, and capabilities of the other 
three elements, there is bound to be 
friction instead of co-operation. We 
should realize that the financial in- 
terests of the company put certain 
limits upon administrative or clerical 
work, so that it bears a direct relation 
to the other functions and is not dis- 
proportionate either in its receipts or 
expenditures. Then, too, the sales 
group under the distributive activities 
must recognize that the financial as- 
pects demand protection in their ac- 
counts, that the matter of profits is 
essential, and that there is a burden 
put upon it to sell the goods produced. 

So in the case of every other activity 
there must be an interdepartmental 
unity if a smooth organization is to 
exist. Not so long ago the distribution 
department of a nationally known con- 
cern created a demand for a product 
which was far in excess of the possible 
production. Following this, I under- 
stand, there was a thorough under- 
standing of co-operation within the 
organization. In addition to this 
co-operation there is co-operation nec- 
essary within each specific group of 
activities. The distributive depart- 
ment must realize that if there is not 
co-operation in their own group, cha- 
otic conditions will result and _ re- 
- organization is then the only practical 
remedy. So harmony must exist be- 
tween the credit, delivery, and sales 
divisions of the distributive depart- 
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Researcu Work 


The research work of the depart- 
ment of distribution which is of par. 
ticular value to the sales manager in- 
volves the work which is done by those 
in the office and deals with the static 
factors. It is an internal analysis, 
The sources of information for this 
work are varied, but include all goy- 
ernment reports, including the publi- 
cations of the Departments of Agricul- 
ture, Commerce, Interior, Treasury, 
War, Post Office, and Labor. All com- 
mission reports whether Federal Trade, 
Interstate Commerce or Tariff are be- 
coming increasingly recognized as in- 
dispensable in helping to establish 
sound policies. Next in importance 
are state reports, or any reports issued 
by national business organizations or 
trade associations. Local business 
organizations, competitors’ records and, 
lastly, though of most importance 
from the individual standpoint, the 
records of the business itself. In addi- 
tion to these sources we have the 
various business agencies whose work 
is statistical and rendered as a paid 
service. Then, too, recently we have 
the work of the various college re- 
search groups as well as individual 
counsellors. 

The field work or external analysis 
is mostly done through the sales force 
or trained investigators. Their meth- 
ods include interviews or observa- 
tions. Though not as mathematically 
accurate as some of the other methods, 
it gives some very personal or local in- 
formation which would be missed if 
a purely statistical report was to be 
taken without modification. 

The next phase of the work of the 
distributive department is one upon 
which there may be discussion as to 
whether it is even in accord with sound 
policy to include it under this group. 
The credit and delivery functions, 
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however, are self-explanatory as to 
their place and accomplishments, so 
that aside from the advisability of 

ing them under the supervision of 
another department there can be little 
discussion of their service. 

It is rather important for us to 
realize that under any such division of 
activity it is necessary for the sales 
manager to realize the importance of 
each of the above phases and to know 
just when to get certain information 
and how to use it. For example, the 
researches may be made with the idea 
in view of getting a merchandising 
analysis, or as preliminary to an adver- 
tising campaign, or again for the plan- 
ning of a complete sales campaign. In 
each of these cases the sales manager 
must be able not only to analyze the 
facts after they have been presented 
but also to direct the gathering of the 
data. We thus see that the sales 
manager has with relation to even the 
static and regular function of a busi- 
ness a definite work to do. ‘There is, 
therefore, a constructive element in 
addition to the regular detailed effort. 


AppLy1nG Resu.tts oF ANALYsIS 


With this general survey let us 
proceed to analyze the sales manager's 
development as it directly affects the 
intangible things over which he has 
control and which in all probability 
will mean the greatest source of devel- 
opment in the immediate future. This 
work has the establishment of certain 
fundamental plans as its corner stone 
and then the dealing with the human 
factor and the problems which this side 
of the work presents. It is hoped that 
this development will go far toward 
solving upon scientific and factual 
grounds those problems formerly re- 
garded as having only individual 
opinions as a foundation. 

In the matter of principle and policy 
I find that, though there is a very 


definite and well-functioning research 
group in many institutions, there is a 
definite lack of organized effort directed 
toward an analysis of the facts which 
the research reveals. Statistics are not 
worth much as facts. They are im- 
portant as they are used to indicate 
tendencies or to dictate future proce- 
dure. Then, too, they must be read 
with care. Town A may have 50,000 
inhabitants, and town B may have an 
equal number. From a merchandising 
standpoint this may mean nothing. 
Further analysis is necessary, for the 
things which would affect the two 
towns might be very different: the kind 
of industry, the kinds of inhabitants, 
the buying possibilities involving the 
wealth of the population, the nearness 
to large cities, climatic conditions, the 
possible use of trains or automobiles, 
depending on highways in order to 
route salesmen, the accommodation for 
these men, the sources of distribution. 
Can any but a trained man give proper 
weight and value to these factors? 
This is the question which, when 
negatively answered, has opened the 
whole field of sales management to a 
new type of executive. And _inci- 
dentally it has made the type of man 
possessing this training a better ad- 
ministrator than most men trained in 
the other divisional activities. 

One case has come to my attention 
where a nationally known concern was 
spending several thousand dollars a 
year to create demand among a special 
group of people. During the years in 
which this expenditure was being 
made there was not one place nearer 
than four miles where the product 
could be bought. That their sales 
manager was not in accord with the 
advertising manager is the only con- 
clusion which would account for such 
a discrepancy. 

Another case shows how the sales 
managers themselves are not fully 
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cognizant of conditions. Sometime 
ago a number of sales managers were 
asked concerning governmental activi- 
ties and whether they felt that these 
activities interfered with their work to 
any appreciable extent. The answer 
was as might have been anticipated. 
The government was entering into 
their businesses entirely too much— 
less control was their slogan. Less 
government interference was needed. 
But here was the rub. I made inquiry 
concerning what these men were at- 
tempting to do in the way of anticipat- 
ing governmental action, trying to find 
what study they were making on the 
subject of economic problems and the 
solutions vital to the public as well as 
the effect they would have on their 
businesses, whether they knew what 
effect materialization of public opinion 
into law would have on their business. 
There was not an answer which could 
be regarded as constructive in policy 
or thought. There is a cry for men of 
vision in this field. I emphasize it at 
this point, for unless we anticipate 
the intangible, unless we visualize pos- 
sible negation as well as the positive 
elements, we are not living up to the 
best which this or any profession has 
to offer. 

Let me cite one more example of the 
possibility of non-co-operation within 
an organization. This time an ad- 
vertising manager came to me and 
presented an advertising appropriation. 
What proportion of the amount should 
be used for dealer helps and what pro- 
portion for advertising to the general 
public? He, without consultation, had 
decided on an equal division. Upon 
analysis it was found that the concern 
in question was selling direct to jobbers 
and allowing them to work up the sales 
to the general public. His division 
may or may not have happened to be 
correct, but his method for arriving at 
it was decidedly unscientific. 


REQUIREMENTS OF Goop MANAGER 


Let us turn from this discussion of 
the so-called tangible efforts of the 
sales manager to those which I have 
referred to as intangible. This study 
would divide itself into a discussion of 
the personal requirements for the man 
who would fill the position of sales 
manager, an analysis of the principles 
which must govern his decisions, a 
study of the problems dealing with all 
of the personal phases and, lastly, his 
duty of visualization. 

The qualities which the manager 
must have naturally center around and 
are direct outgrowths of his duties. 
To mention these we find that he must 
he able to relate the selling policy to 
administration, he must know mer- 
chandising values, he must appreciate 
the force of advertising and the ae- 
tivities it calls into play, he must 
have the ability to direct the field 
activities of his force, he must realize 
the value of interdependence, quick 
organizing ability, and an appreciation 
of both expense and profit. 

He must be a dynamic individual 
with mental and physical adjustments 
which lead to action. In addition he 
must have analytical abilities which 
directly relate to executive functions. 
His personality must be one which 
radiates energy, will, and resourceful- 
ness. This can only be gained by one 
who has had a wide experience and has 
allowed his plasticity to take advantage 
of every observation or bit of informa- 
tion which it is possible for him te 
comprehend and adopt. With tact 
this must be transmitted to his sub- 
ordinates, and it must have within it 
the understanding of the public. This 
involves due appreciation for the value 
of good will as a creative sales force and 
of such tendencies in the direction of 
standardization as are noted in all 
industrial lines. All this is necessary 
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if the manager is to have a proper 
background in the light of which he is 
to judge cost data related to territories, 
the product, compensation plans, rel- 
ative profits, and individual worth. 


VALUE OF VISION AND IMAGINATION 


With the above stipulated charac- 
teristics it is not only natural but im- 
perative for him to think in terms 
of principles by which he must be 
governed. This affords him a defi- 
nite technique for answering problems 
which are related to both the subjective 
and objective aspects of his duties. 
When a man is presented with the 
following problems, what shall be his 
guide? Shall his staff be under cen- 
tralized or divisional control? Shall 
there be a standardized sales talk? 
Shall we standardize sales activity and 
depend on a law of average? What 
type of men shall we employ to sell? 
How shall we pay them? Even a 
strong personality free from all inter- 
ference must face such questions with 
a general plan. He realizes that his 
employer wants the goods sold. His 
sales force hear objections so often, 
they come to believe them. How to 
correlate the two and supply the right 
initiative is the problem. ‘This means, 
as I see it, a visualization of the future 
and a meeting of all questions with such 
thoughts in mind. He is always 
governed by the urge of profits legiti- 
mately made under terms of satisfac- 
tion and equity to both producer and 
consumer. 

Let me pause to note one develop- 
ment which indicates the idea of 
Visualization and maximum returns. 
Candles were used for lighting purposes 
prior to the time when gas and electric 
lights became the accepted mediums 
for illumination. A shortsighted pol- 
icy would have relegated the candle 
industry to the realm of forgotten 
things. But a new aspect arose: the 
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use of candles for decorative purposes. 
From a state of development involving 
emotion, environment, and utility ap- 
peals, the order was again reversed to 
the financial gain of those interested. 
In time silver and crockery candle- 
sticks were ordered and a new industry 
really built around this idea. So this 
idea must be powerfully presented with 
an imagination and a vision which 
should underlie every sales manager’s 
mentality. He must not be willing to 
accept the point of view which im- 
mediacy has thrust upon him, but 
rather attempting, through persistent 
energy, with authority, to establish 
the new thought requiring time, effort, 
and vision. The next activity of the 
sales manager is the personal aspect 
which forms by far the most difficult 
part of his work, for it has as its mate- 
rial humar relationships. Every phase 
of sales effort which involves the sales- 
man presents the practical aspect 
involving human problems and their 


possible solutions. rt 


ELIMINATING INEFFICIENCY BY 


ORGANIZED STUDY 

Is there a developing technique at 
this point of contact? This indeed is a 
pertinent question to be answered only 
by an analysis or a review of the various 
activities attempting to shed light on 
the subject. Problems of the selection, 
training or discharging of salesmen, 
their field activities and their relation 
to the house and to the manager, are all 
questions upon which much is being 
said and more done. 

The psychologist is attempting 
through job analysis and individual 
tests to reduce the possibility of wrong 
selections. But recently I have had 
presented to me a questionnaire in 
which a psychologist hopes to deter- 
mine the fitness of accountants. The 
sales field has had several such in- 
quiries, and in two cases at least a 
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comprehensive plan for selection is in 
operation. The results are justifying 
themselves in a decrease in turnover 
among the sales force. 

It may well be asked why an analysis 
of individuals in terms of traits, either 
acquired or natural, is of importance to 
the sales field. The business world is 
constantly changing and the salesman 
is the point of contact between that 
world of potential buyers and his 
concern. Every field as it changes 
tends to affect human relations; there- 
fore, the salesman must fit into his 
personality those traits which will best 
enable him to combine his product with 
the changing conditions. Through a 
better use of tests in order to determine 
traits, it is the hope that society will 
benefit, since individual resources will 
be utilized to their fullest extent. The 
scientist is studying in his field in order 
to shed light upon the physical side. 
Dr. Kemerer has recently attracted 
widespread attention to his theory 
regarding the importance of acquired 
characteristics and the sree of 
their being hereditary. 

The services of the medical profes- 
sion have been called upon in order 
to determine mental effects of physi- 
cal tendencies. The efficiency of the 
human body is being analyzed relative 
to health in order to procure maximum 
efficiency for the individual as well as 
for the employer. Who is more con- 
cerned with this problem than the sales 
manager? In the matter of training 
schools, many have been established for 
study of both the product and the 
buyer. Classes are held and the sales 
force asked, as part of their work, to 
know their product before they attempt 
to sell it to the consumer. Then a 
study is made attempting to analyze 
buyers so as to combine the two phases 
into a logical development. This edu- 
cational policy interblends principles 
and policy, territory and article, com- 


THE OF THE AMERICAN ACADEMY 


petition and consumer conditions as 
no other method could do. The result 
is a correction of individual defects 
relative to these things. This realiza- 
tion and understanding of the factors 
allows the individual to pass creatively 
from minimum standards to a maxi- 
mum. Now, urge coming from cer- 
tainty and a realization of the possi- 
bilities attainable through effort, will, 
in the long run, react favorably on the 
entire administrative force. This, too, 
in turn, aids salesmen in their work by 
inciting them to be of service to cus- 
tomers where possible. They thus 
come to represent truly the policy of 
the concern as well as the product. 
Resulting good will is of inestimable 
value to the company and the advice of 
value to the customer. 


PERSONNEL WorkK OF EXECUTIVE 


The increasing importance and seri- 
ousness of modern sales management is 
necessarily developing a new type of 
man to meet these higher standards. 
It is becoming increasingly important 
that his background include that kind 
of mental training which will enable 
him to make judgments in accord with 
human situations. Present systems of 
human nature analysis popular in form 
and content attempt to reduce the 
human factor into systems of thought 
rather than a discussion of scientific 
findings. But there is no royal road to 
learning; short cuts are not to be found 
here. 

To really interpret, the executive 
himself must go through a long, tedious 
process of learning to get at the deeper 
scientific truth involved. A knowledge 
of the principles of psychology, philos- 
ophy, biology, and anatomy, and the 
recognized sciences which delve into 
the human side of existence are neces- 
sary. Even then he will emerge with 
a keener appreciation of the complexity 
of humanity and at the same time 4 
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recognition of the simplicity of re- 
sponse. It would be well to remember 
that chemists and physicists have made 
their contributions to the fields of pro- 
duction. We have proof of this by the 
system which has been established by 
Mr. Taylor. The worker’s welfare as 
a whole has been given considerable 
attention. The sales manager’s activ- 
ity in the matter of personnel study 
should be regarded as a possible field 
for future development, and progress 
will undoubtedly keep pace with the 
amount of energy expended. 

Inspiration, then, becomes a tool in 
the hands of sales managers, and not a 
mere word. It is with conscious intent 
that he uses it as a material urge in case 
of prizes to some types or to another as 
a mental urge in a simple heart-to- 
heart talk. His correct use of scien- 
tiie factors may mean the difference 
between success or failure of the indi- 
vidual. The sales manager is under 
constant compulsion to analyze his 
staff to determine the best possible 
appeal, always realizing his influence on 
the individual for good or evil. So 
increased knowledge is increased re- 
sponsibility and increased opportu- 
nity for social good. The confidence of 
salesmen is seen as an essential—not 
merely as a desirable thing. The sales 
manager must be sympathetic. Every- 
one in executive and administrative 
work realizes that minor ailments 
frequently put the individual into an 
emotional state entirely unwarranted 
by the conditions. A mountain is 
made out of a molehill. To remove 
the cause releases power in the com- 
munity which means more effort and 
more satisfaction. 


Ovrsipe AGENCIES AS MEANS TOWARD 
DEVELOPMENT 

The sales manager must make an 

analysis of the value of various agencies 

asthey affect his organization. Let us 


make a study of the sales convention 
for example. It may be that a con- 
vention would simply add fuel to a 
dissatisfaction already brewing over 
price, credit, or salaries. On the 
other hand, we must consider the value 
which is to be gained by the loyalty of 
the selling force. Troublesome points 
may be cleared up in a convention, and 
if nothing more is accomplished than 
having this meeting a clearing house 
for conflicting ideas and difficulties 
of operation, it would be a splen- 
did thing. Then, too, a more perfect 
opportunity to inspire the sales force 
could not be imagined. It is the 
psychological moment for a_ sales 
manager to get his dynamic vision to 
his men. It can be readily seen that in 
this way a bigger field can be covered 
than would be possible in the case of 
individual or group meetings for sales 
purposes. In larger groups it is im- 
possible to get individual cases con- 
sidered. So smaller groups are neces- 
sary for such considerations. 

Sales manuals, when they are used to 
express the ideas or ideals of the sales 
manager, are very important educa- 
tional factors. It should be the aim of 
a manual not to cover points already in 
the consciousness of the salesmen and 
thus put a premium on a disregard for 
instructions, but rather to make the 
standardization of the sales story a 
real, live, moving thing. This nat- 
urally involves on the sales manager's 
part a feeling that there is a right and a 
wrong way of doing and thinking about 
individual problems. 

The mental appeal when dealing 
with men is one of the most difficult 
problems for any manager. Each man 
presents a problem which differs from 
every other. Some men bubble with 
enthusiasm, others seem to blunder 
at every turn. The sales manager’s 2 
new problem is to quickly determine Te 
men who will fit into his plans and oa 
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accurately put his decisions into 


effect. 


Future DEVELOPMENT 


Sales managers are at present moti- 
vated by immediacy and self-preserva- 
tion rather than scientific vision with 
control based in accord with it. We 
do not hesitate to use inventions for the 
reason that they were never used before. 
It seems unreasonable to deprecate the 
modern sales manager in his effort to 
standardize human values and to 
laugh at his efforts simply because we 
do not understand them. Present 
efforts undoubtedly contain the truth 
of future discoveries. It is not too 
much to expect of science that some day 
we may be tested for specific abilities 
and fill our niche in the economic realm 
in accord with our known character- 
istics. The masses are reaching for- 
ward to new standards of living. In- 
dividual life is experiencing through the 
activities of the distributive agencies 
~ anera of abundance, because some with 
imagination and vision see far enough 
ahead to view humanity as over and 
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above profits and withal not to lose 
incentive; realizing at the same time 
that maximum profits require as ¢o- 
existent with them, better standards 
for all and abundance through quantity 
as well as quality production. 

While I do not mean to abandon 
criticism, for it is through criticism 
that we realize failure and attempt 
constructive building, I do mean that 
from the developing technique in this 
field we must abandon criticism for 
criticism’s sake. Refuse to sit in the 
seat of the critic and prefer to put your 
effort to constructive use. Imagina- 
tion and vision will, if given time, 
develop a technique which criticism 
cannot tear down. Therefore, let us 
look to the future of the sales manager's 
task as one filled with the possibility 
of development. Let those who would 
be pioneers realize that in this field 
there is a new technique developing, 
scientific in nature, which calls for 
clear thinking and right action. Prof- 
its and increased wealth will follow as 
by-products of this newer evolving 
conception. 
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The Modern Advertising Agency and Its Contribution 
to Creative Wealth Activities 


a By H. H. Kynerr 
The Aitkin-Kynett Company, Philadelphia; Special Lecturer in Marketing, 


University of Pennsylvania 


F necessity is the mother of inven- 

tion, the modern advertising agency 
might well be said to be the father of 
merchandising. Certainly, no other 
single factor has been so largely respon- 
sible for the development of the prin- 
ciples now in vogue in creative mer- 
chandising practices. Not only has 
the advertising agency been the crea- 
tive functionary responsible, in a large 
measure, for the development of ad- 
vertising on a national scale, but prob- 
ably it has been the most important 
economic factor in formulating the 
fundamentals upon which have been 
built the merchandising methods that 
synchronize sales and advertising effort 
from the manufacturer’s point of view. 

This has not been accidental. It has 
been a case of necessity for the agent’s 
existence. His “place in the sun” has 
been dependent upon it. And the 
nature of his work has given him unique 
fitness for the task. To begin with, 
the advertising agency occupies a 
position in marketing which makes 
possible experience in diversified fields, 
with the consequence that its efforts 
are based upon an exceedingly com- 
prehensive knowledge of market con- 
ditions and comparisons. Remember, 
this is not statistical knowledge pri- 
marily. It is practical experience 
evolved from a comparison of observa- 
tions of results achieved through actual 
campaigns, which necessarily contem- 
plate not only every phase of market- 
ing, but many of the financial and 
production problems that confront the 
manufacturer. Even a better reason, 


however, for the creative powers of the 
agency has been that its peculiar type 
of work has attracted perhaps the 
largest group of capable, creative 
minds, who must not only apply ex- 
perience to problems, but who must 
continuously expand their own capa- 
bilities to function effectively. In 
other words, the advertising agent 
must scientifically apply imagination to 
comprehensive marketing experience to 
continue his existence. 

To comprehend the position of the 
advertising agency in the marketing 
field, it is necessary to trace the agen- 
cy’s development as a creative func- 
tionary. The progenitor of the mod- 
ern advertising agency came into 
existence shortly after the Civil War. 
Extensive distribution was in its in- 
fancy; transportation left much to be 
desired; yet the development of print- 
ing had caused newspapers and, to 
some extent, magazines, to spring up 
all over the country. Geographical 
situations made large scale manufac- 
turing more advantageous in one lo- 
cality than in another. The manufac- 
turer unconsciously was confronted 
with the problem of placing his goods 
in the more remote districts, while the 
promotive sources of consumption in 
those districts were at the same time in 
need of business to produce revenue to 
permit them to function. 

No paper could exist even in those 
days merely on subscriptions. Adver- 
tising revenue was essential to divi- 
dends. Consequently, the papers be- 
gan to look for methods of selling their 
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space and began to sell blocks of space 
to individuals in different states so that 
these men could, in turn, dispose of the 
space to various advertisers. There 
were no set rates for the space. It was 
simply a question of smart trading on 
the part of the space seller, and from 
this competition there developed the 
genus “advertising agent,”” who was in 
reality an agent for the paper. 

But as newspapers multiplied, the 
competition for business became vio- 
lent. Divergences in space rates oc- 
casioned bitter complaints and a gen- 
eral distrust of advertising. To keep 
confidence in their wares, newspaper 
publishers were forced to standardize 
their rates. Gradually the “David 
Harum” qualities of the advertising 
agent lost significance and he had to 
turn to other means of selling his 
services. What then? If space costs 
were more or less standardized to ad- 
vantage, the contents of advertisements 
were not. Most advertisements were 
singularly uninteresting. They lacked 
appeal. They were devoid of ideas. 
So the advertising agent turned his 
attention to the advertisements and 
hit upon the idea of selling finished 
advertisements to the people to whom 
he had been selling space. 


Tue CopywritErR’s BEGINNING 


Here was opportunity. Few pro- 
ducers could write business letters, let 
alone advertising copy. Give a mana 
forceful idea about his product and he 
will bless you, even today. But in the 
early eighties when the advertising 
slogan was a new thought, the adver- 
tising agent had marvelous opportuni- 
ties to gain reputations from witchery 
Moreover, during the eight- 
ies great strides had been made in the 
engraving art. The halftone had been 
invented and the Ben Day process of 
using figured screens in connection 
with line drawings made possible the 
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reproduction of illustrations far more 
realistically than ever had been known 
before. Thus the advertising agent 
graduated from the ranks of the space 
trader to the new-found dignity of 
word manipulator. But it must be 
remembered that his bag of tricks was 
largely the child of his own fancy, 
There was no scientific basis for his 
appeals. But there was betterment. 
Advertising and sales campaigns were 
based upon bright thoughts. It was 
the day of the slogan, and the more an 
idea appealed to a manufacturer, the 
more space the agent was apt to sell. 
This developed a rather peculiar situa- 
tion in that the agent received his re- 
muneration from the publication as a 
space seller and continued to receive 
it, although he now primarily repre- 
sented the advertiser. 

This condition exists at the present 
day and has been violently attacked as 
prejudicial to the advertiser's interests. 
Actual experience, however, does not 
indicate that this has been the case. 
As a matter of fact, a standardized 
commission has given the agent a defi- 
nite working basis for his business, with 
the result that the agency has devel- 
oped into a well-knit creative organiza- 
tion, rather than an individual, or 
collection of individuals, trading on 
their own accomplishments. The pub- 
lisher naturally provides for the agent’s 
commission in his advertising costs so 
that the advertiser really pays for the 
service—with this very definite advan- 
tage, he pays on a recognized standard. 

Where experiments have been at- 
tempted otherwise, it has been found 
that the manufacturer does not readily 
pay for intangible things—particu- 
larly for creative plans. Yet through 
this somewhat curious situation, the 
manufacturer has had placed at his 
disposal the most imaginative minds of 
the country. The difficulty, if any 
exists, is that many a producer has had 
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creative talent: available, the value of succeeded upon such ‘rudimentary 
which he never recognized because he foundations. 

an was never conscious of paying for it. 

space | But it would beunfair to say that manu- APPLYING ScientiFic Reskarcu 

ty of facturers, as a whole, have not recog- But in a creative field, competition 
st be nized and utilized to the utmost the necessarily must be severe, and the 
s was | creative imagination of the agency advertising agent, a quarter of a cen- 
ancy, man. Naturally, the development of tury ago, began to look for the causes 
r his the advertising agency has harnessed of failure. He did more than that. 
nent. this imagination to practical methods, He tried to anticipate these causes 
were | and the further development of the before he began his campaigns, and 
/ Was advertising agency as a recognized this naturally led him into a considera- 
re al marketing factor has practically elimi- tion of the sales department and an 
, the nated from responsible agencies the analysis of the marketing conditions 
- sell. stigma of prejudice in favor of the pub- upon which a given business rested. 
itua- lication that had the greatest space Here he began to find himself. Once 
iS Te- rate, and consequently the greatest he realized that his work rested upon 
as commission. In any event,no method economic principles, he began to extri- 
peive has ever been found to better the cate himself from the morass of un- 
epre- | original mode of payment and the certainty. He studied; he turned to 
agency is so well established today that psychology and brought to it homely 
sent it is hardly likely that any radical demonstrations that profited his client 
od as change will take place. Publishers in the extreme. And his experiments 
ests. have shaped their own development so proved that men were, for psychology, 


Rot as to depend upon the advertising even better subjects than monkeys. 
case. agency for a great deal of their national Today he has only partially com- 
lized business. National or “foreign” busi- pleted his task. But he has brought 
defi- ness in a newspaper must be differen- to business an appreciation of the 
with tiated from retail store or “local” ad- value of the fundamentals of psychol- 
vel. vertising, with which the agency has ogy and economics. And in twenty 
niza- small connection. But national ad- years’ time, advertising has come to 
» OF vertising is a different force from the rest almost entirely upon a background 
; 2 > local advertisement, the local adver- of sales policy, manufacturing prob- 
pub- tisement usually being merely the offer lems, trade conditions, and consumer 
ont s of certain goods at certain values. habits. Where these fundamentals are 
S 80 The copy era in advertising did not sound, invariably the campaign is 
the always pay. Many campaigns failed successful—where they are not, look to 
van- because they were based upon “blue these and not to the advertising. 

ard. sky” ideas rather than upon sound Naturally, the scientific development 
at- merchandising analysis. Advertising, of advertising is in no way complete. 
und as a marketing influence, underwent Indeed, it is hard to picture an exact 
dily much criticism because of this. The science eventuating from a profession 
1cu- agent was criticised as superficial, as which is so largely affected by human 
ugh unsound, as a business snake doctor. frailties. 

the He was none of these things. His was Few advertisers realize how impor- 
his; the ignorance of the child. He had tant a part their own personality plays 
s of yet to learn to control the forces that in the functioning of their concern in 
any he was supposed to dominate. The its particular market. Yet this seems 
had wonder of it is that so many campaigns an obvious statement. With the de- 
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velopment of marketing analysis car- 
ried so far, with the knowledge of trade 
and consumer habits so complete, 
with the thousand and one methods of 
observation for every change in condi- 
tions, markets, and habits, there is 
very little, save personality, that can- 
not be reduced to almost the propor- 
tions of an exact science. 

It is not a difficult matter to deter- 
mine the reception that the individual 
consumer will give to any product. 
Guesswork need never be applied in 
ascertaining how the article should be 
merchandised to secure the greatest 
consumer acceptance. The real prob- 
lem lies in developing an organization 
that will carry out and maintain the 
functions that are necessary to keep the 
smooth flow of distribution operating 
from factory to consumption. 

In this the advertising agent is play- 
ing an important part. He has reared 
the structure from which business 
psychology is shaping itself. From the 
crude skeletons of so-called investiga- 
tions have been evolved scientific re- 
search methods which are almost en- 
tirely the child of the advertising 
agency. It was the advertising agent 
who first called the manufacturer's at- 
tention to an investigation of his sales 
territories. The advertising agent 
first investigated market conditions. 
The advertising agent first studied the 
consumer. The advertising agent first 
offered creative solutions to the prob- 
lems brought to light by research. In 
other words, the advertising agent has 
been the visionary who suggests the 
creative idea. In most instances it has 
been the manufacturer who has carried 
forth the idea to its successful conclu- 
sion. And so it should be. The ad- 
vertising agent, at best, is a counsellor; 
any attempt of his to execute details is 
simply a substitution for functions that 
properly belong to the producer. 

The tendency of advertising and 
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marketing is to bring the advertising 
agent more and more within the scope 


of a professional counsellor. He must 
deal with underlying principles. Hes 
the diagnostician. His general market. 
ing experience gives him the back. 
ground upon which to discuss the prin. 
cipal factors affecting any business; but 
the scope of his work does not permit 
of his going much beyond that. The 
carrying out of the details belongs to 
the sales department of the manufac. 
turer. This does not mean that the 
advertising agent cannot spend a great 
deal of time upon individual problems, 
but it is his function to ascertain 
causes, to point to solutions that affect 
the campaign bases rather than to be. 
come a glorified executive, applying 
remedies that will overcome territorial 
difficulties in south Georgia, or laying 
his finger on the exact reason why 
John Jones can’t sell the Boston Store 
in North Oshkosh. If he does these 
things, the manufacturer will soon find 
that he is depending too much upon his 
advertising counsellor to run the de- 
tails of his business, with the conse- 
quence that his own departments will 
suffer in capability. 


DeFinitE ACHIEVEMENTS 

The advertising agent has contrib- 
uted definite achievements to creative 
wealth activities. He has taught the 
producer the power of imagination; he 
has demonstrated the force of exact 
marketing knowledge. He has given 
the producer the methods that enable 


him to appreciate why the market in | 
| 


southern Indiana is apt to be just as 
different from the markets of eastern 
Massachusetts, as Peru is different 
from Rhodesia. He has taught the 
producer to gaze upon producer's 
problems from the consumer point of 
view. He has given him the philoso 


phy of appreciation in respect to mar- 
keting 


methods. He has demon- 
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strated the value of pioneering. He 
has illustrated successfully the doc- 
trine of co-ordination of all business 
factors. He has forced the producer to 
think in relative, as well as direct 
terms. He has supplied impersonal 
judgments to balance the prejudice of 
personal belief. He has forced rec- 
ognition of the controlling forces in 
everyday living. And he has been a 
good teacher, because failure in his 
courses deeply affects the pocketbook 
nerve. 

All of these contributions are intan- 
gible. They cannot be measured in 
dollars or pounds avoirdupois, but they 
are, none the less, the primary factors 
upon which successful marketing is 
based. 

The advertising agent has become a 
functioning sales and merchandising 
counsel, as well as a creative planner of 
advertising. His creative experience 
proves of utmost value because it is 
impersonal. 

It must not, however, be thought 
that the advertising agency’s contribu- 
tion consists solely of the intangible, 
in wise counsel, in accumulating crea- 
tive experience, to be drawn upon for 
constructive effort. These are, per- 
haps, the fundamentals of his value to 
society, but unfortunately they are not 
always recognized as such. Possibly 
this is due to innate human stupidity 
which is prone to look upon the tangi- 
ble as the ultimate. Too many manu- 
facturers spend their time looking at 
effect rather than cause. “Results,” 
says the manufacturing Mr. Babbitt, 
“are the only things I am concerned 
with.” ‘“‘Results,’’ says the speaker at 
the Rotary luncheon, “are the things 
we wish to talk about. We have ac- 
complished this, and we have accom- 
plished that.”” So they have. But in 
reaching accomplishment, it is some- 
times well to look for underlying 
causes and to remember that creative 
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marketing cannot go on indefinitely 
when the producer is affected with 
marketing blindness. It is the func- 
tion of the advertising agency to fit 
clear lenses to the distorted optics of 
the producer, whose tendency is to be 
bound by the limits of his own person- 
ality. 

The part that the advertising agent 
has played in opening the way to mar- 
keting on a vast scale cannot be over- 
estimated. And his value in the future 
is apt to be even greater than in the 
present because the younger generation 
is receiving the scientific training in 
applying fundamentals that their pred- 
ecessors could not have. 

Not more than a quarter of a century 
ago advertising was looked upon as a 
mixed blessing. ‘Book agents, ped- 
dlers, and advertising agents—Keep 
Out,” read the signs in the office 
buildings. Advertising was a _ step- 
brother of the patent medicine—or was 
it a proof of human gullibility? But 
the present conception of advertising is 
radically different. It is a recognized 
factor in. business—a necessary ad- 
junct to the highest development of a 
business. It has become a science that 
promotes standards of living. It is the 
introduction to an upward aspect in 
life. And the advertising agent has 
been the chief evangelist in its cause. 

It is not necessary to dwell exten- 
sively upon the part the advertising 
agent has played in developing adver- 
tising. The publisher can testify to 
that. Well over 95 per cent of all 
national advertising today is placed 
through the advertising agent. Most 
of the advertisements which are placed 
in this space are conceived and exe- 
cuted by the agent. Only occasionally 
do you find a producer who can direct 
the fruits of his experience into the de- 
tails of an advertisement. There are 


exceptions and, in the aggregate, their 
number may be large. 


But then there 
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are tens of thousands of advertisers, 


and there is hardly a concern in exist- 
ence now famous as a national adver- 
tiser which has not had its greatest 
advertising impetus at one time or 
another from the efforts of the adver- 


tising agent. 


him. But research in 


It is well recognized that the eco- 
nomical handling of detail has been 
worked out to the “nth”’ degree by the 
advertising agent. The functioning of 
research has had its beginnings with 
itself is a 
coming profession, and it is prob- 
able that the future will see large re- 
search organizations functioning en- 
tirely apart from the advertising 
agency, although in conjunction with 
the agency’s creative development. 

The advertising agency has contrib- 
uted in no small degree to the success of 
the publisher. In his search for busi- 
ness the agent has discovered innumer- 
able advertising potentialities and, by 
pointing the path to marketing success, 
created national advertisers without 
end. The publisher has come to recog- 
nize that the agent—always allowing 
for his human fallibilities—serves him 
best by serving the advertiser best. 
And such famous institutions as the 
Curtis Publishing Company and the 
Crowell Publishing Company are well 
content to have almost 100 per cent of 


_ their business come through the agent. 


He not only creates business for them, 


but he serves another important pur- 


pose—that of the stabilizing of credits. 
The agent’s recognition (i.¢., his right 
to receive commission) depends upon 
prompt payment of his bills as much 
as upon his advertising capabilities. 
Close credit supervision of relatively 
few agents is a godsend to the pub- 
lisher, especially as he extends agency 


_eredit on almost a brokerage basis. 


Publishers’ losses from poor credits 
have been very small, not only a con- 
solation for the profit sheet but a 
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matter of the utmost value in ‘the 
stabilizing of a business, which has no 
recovery value for the space that it sells, 


Prersonauity Counts 


Many are the types of advertising 
agent—as numerous as the types of 
personality. The good survive, the 
bad perish for lack of business, the in- 
different struggle for a livelihood that 
is always precarious. It is an exacting 
profession and the number of respon- 
sible agencies is not large, probably not 
more than 500 in all. Some of these 
are large organizations; some quite 
small. But agency size does not de- 
termine its competence. Both large 
and small agencies are successful, for 
both have distinct advantages. The 
large agency is departmentalized to a 
greater degree than the smaller agency, 
whereas the small agency usually has 
its principals contacting advertisers. 
And in a profession where the personal 
equation is so important, this is apt to 
be a decided advantage. Both types 
have adequate technical equipment. 

After all, it would seem that person- 
ality is the major factor with the suc- 
cessful advertising agent. Creative 
ability and the background of experi- 
ence in fundamental principles are the 
important factors that make his equip- 
ment of value. Hence the business is 
semi-professional as contrasted with 
law or medicine. But its standards of 
ethics are constantly being strength- 
ened. The American Association of 
Advertising Agencies, which embraces 
practically all of the worth-while agents 
in these United States, has enunciated 
a code of ethical standards, now gener- 
ally accepted by both members and 
non-members. This code has done 
much to develop harmony between 
agents and publishers and has gone 4 
long way to bring to the agency de- 
served recognition as a creative force. 
Above all, it has originated a standard 


BSS 


of service which has done much to 

professionalize the business. As yet 

there are no entrance examinations for 
agency recognition, but the outlook is 
promising. 

The structure of an advertising 
agency may be briefly reviewed as em- 
bracing the following factors which 
may be individualized or departmen- 
talized, depending upon the size of the 
agency : 

(1) Solicitation—Securing the 
ness. 

(2) Contact and Service—Contact 
with the advertiser through 
members of the organization. 

($) Research—Investigation and anal- 
ysis of markets, trade conditions, 
competition, etc. 

(4) Planning—Determining plans of 
campaign and formulating pol- 


busi- 


icies. 
(5) Media and Rates—Contact with 
the .publisher. Investigation 


and analysis of media and the 
handling of the space contracts. 
(6) Copy—Planning art and illustra- 


tion, writing copy, and actually 
producing the advertising. 
(7) Production—Mechanical produc- 
tion—including the making of 
illustrations, engravings, print- 
ing, electrotypes, and other de- 
tails that go with the printed 
word. 

Forwarding, checking, billing, 
handling of the ordinary routine 
of issuing plates and copy in- 
structions, checking insertion of 
advertisements for accuracy and 
fulfillment of contract, and the 

issuance of bills and general 
accounting. 


The advertising agency offers a 
career which has been taken up by 
large numbers of trained men. The 
diversity of its work has a strong 
appeal. But it is a business that calls 
for no weakling. The agency man 
must have creative imagination, an 
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analytical mind, a broad marketing 
knowledge, adaptability, tact, courage, 
honesty, and willingness to work, ex- 
pressed in terms of personality. The 
ideal agency man is a combination of 
the administrative and selling types. 
His work begets an impersonal attitude 
towards general problems and he de- 
velops a professional angle towards 
business problems which has some 
little significance in the future partici- 
pation of the business man in the 
governmental activities of state and 
country. 

The business man seldom mixes in 
politics. Perhaps there are sound 
economic reasons for it. Perhaps he is 
too restricted by the limitations of his 
own business and the experiences he 
must undergo in it. And yet in an 
industrial country, the experiences of 
business should be close to the heart of 
the taxpayer. 

The lawyer must be concerned with 
the general problems of his country if 
he is to function well as a lawyer. He 
is frequently concerned with govern- 
ment. Similarly the advertising agent 
must be concerned with economic con- 
ditions if he is to be of value to his 
client. His knowledge is worth some- 
thing to governing forces. And the 
tendency of the advertising agent to 
enter more into governmental activities 
(with some real excuse for his doing it) 
has been much in evidence since the 
World War. It is probable that he 
will be even more prominent in the 
future. If he is, it is conceivable that 
his contributions to creative wealth 
will not diminish as merchandising 
knowledge increases. His vision and 
imagination are not incompatible with 
hopes for sounder application of busi- 
ness economics to the general welfare. 
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OMPETITION for the consumer's 
dollar isessentially between groups 
of industries rather than between busi- 
ness organizations engaged in the same 
activity. If the consumer has an in- 
creased purchasing ability, some things 
which were formerly luxuries to him 
become necessities. On the other hand, 
if his purchasing ability decreases, some 
of the commodities which he considered 
to be necessities recede into the back- 
ground of luxuries, and there is a grad- 
ual elimination of his requirements 
until, in the extreme case, he is reduced 
to satisfying his barest necessities. In 
such an extreme case, food is the first 
necessity, shelter and fuel are second 
and clothing, from the standpoint of 
protection rather than of adornment, 
is third. 
In order properly to make an anal- 
ysis of the sales problems of the pro- 


1Nore. The writer discusses this subject 
from the standpoint of a producer of paint and 
varnish products. The sales problems of a pro- 
ducer of any commodity which is sold through 
wholesaler-retailer channels are undoubtedly 
more alike than they are different. 

The magnitude of the paint and varnish indus- 
try is far greater than most of us realize. Let 
us take, for instance, the farm market for paint, 
which is only one of several tremendous markets 
which the paint and varnish sales manager must 
cultivate. The total outside paint surface of 
farm buildings operated by white farmers is in 
excess of 53 billion square feet. An average of 
7{ per cent depreciation in farm buildings yearly 
through lack of paint is estimated to cause a loss 
to farm owners of 830 million dollars annually. 
Farms with well painted buildings are considered 
to be worth 16} per cent more than others,— 
thorough painting would therefore add about 11 
billion dollars to the value of United States farms. 

The writer has three reasons for discussing the 
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ducer of any commodity, it seems nee- 

essary to recognize two points: 

(1) Competition is essentially be. 
tween classes of industries, as 
for instance between the pro- 
ducers of food and fuel. 

(2) Sales resistance is inversely pro- 

portional to the desire which 

the ultimate consumer has 

: for the several commodities 

which it is sought to sell to 
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The sales problem in any industry 
is complicated to greater or lesser degree 
by the departure from normal of the 
desires of individuals taken specifically. 
Some people will deprive themselves 
of food in order to buy books. Others 
will live in the barest rooms in order to 
have more money for the purchase of 
clothing. It is possible to sub-divide 
consumers according to these idiosyn- 
crasies and to base a sales campaign 


subject assigned to him from the standpoint of 
the producer of paint and varnish products. 
First, he is identified with the paint and varnish 
industry from the standpoint of the producer. 
Second, he is a member of the directing commit- 
tee in charge of the “Save the Surface” Campaign, 
to which organization is largely given the credit 
for increasing paint and varnish sales in the 
United States by 52 per cent during the last two 
years. Third, the discussion of the subject un- 
der consideration, from the standpoint of one 
great industry, in the short scope of this paper, 
will necessarily be more thorough than any other 
form of presentation. 

We are glad to publish the following article, 
because the writer has a rich background of ex- 
perience in one of our most fundamental indus 
tries.—Tue Eprror. 
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upon a special appeal to some one large 
sub-division of such consumers. Pub- 
lishers of music cannot expect to sell 
their commodity to any except pro- 
fessional musicians and to music lovers, 
among whom there are many who will 
deprive themselves of some luxury or 
necessity in order to satisfy their desire 
for beauty in music. Of course, pub- 
lishers of music, in the furtherance of 
their own business interest, not to men- 
tion the altruistic service they would 
render by extending an appreciation 
of music, should try to increase the 
number of consumers who desire music 
more than they desire many other 
things. 

In discussing the specific sales prob- 
lems of the producer of paint and var- 
nish products, we should consider first 
the sales problems of the paint and 
varnish industry as a whole as it stands 
in competition with all other industries, 
and second, the sales problems of the 
individual producer as he stands in 
competition with other producers. 

Since time immemorial, until very 
recently, paints and varnishes have 
been valued almost entirely, if not en- 
tirely, for their decorative qualities. 
Except for the small division of con- 
sumers to whom beauty is a necessity, 
paint and varnish products have been 
classed as luxuries. It is recognized 
that the line of demarcation between 
necessities and luxuries is movable, 
dependent upon the purchasing ability 
of the consumer. If we classify all 
commodities upon a scale, at one end 
of which are the absolute necessities, 
and at the other end of which are com- 
modities which, to the average con- 
sumer, are the most extreme luxuries, 
we shall find that it is to the advantage 
of any industry, as a group, to move 
its product along this scale in the di- 
rection of extreme necessities. In do- 
ing so, it is necessary to neglect the 
existence of sub-divisions of consumers 


based upon idiosyncrasy and to deal 
with all consumers as a group. 

The only means available to the 
paint and varnish industry to move its 
commodities on this scale in the direc- 
tion of absolute necessities, is through 
an appeal to the economic sense of the 
consumer. 

It is recognized that in the case of 
dire necessity the economic sense van- 
ishes. That is, a man who is starving 
will pay an inflated price for food. But 
under normal conditions, when the 
average consumer is far removed from 
dire necessity, an appeal to his eco- 
nomic sense is not difficult. Life in- 
surance, fire insurance, the purchase 
of commodities when they are cheap 
in order to have them available when 
their price has advanced, are all evi- 
dences of the operation of the economic 
sense of consumers. 


Articte Must Meer 
Speciric NEEDS 

In appealing to the economic sense 
of consumers, the paint and varnish 
industry points out that property 
which is exposed to wear and the de- 
structive influences of the elements 
will depreciate in value and that paint 
and varnish products are the only ma- 
terials available by which protection 
from wear and decay may be obtained. 
Producers of paint and varnish mate- 
rials say that it is cheaper to spend 
money today for paint and varnish and 
its application than to permit property 
to deteriorate in value so that it will 
be necessary a year from today, or ten 
years from today, to spend a large sum 
for repairs and replacements. 

Before it was possible logically (and 
any sales program which is not logical 
is worthless) to appeal to the economic 
sense of consumers, it was necessary to 
make absolutely certain that modern 
paint and varnish products would ac- 
tually protect surfaces upon which they 
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are applied from wear and decay. The 
paint and varnish industry, as a group, 
has been engaged for a number of years 
in the most exhaustive technical re- 
search to provide raw materials and 
methods of manufacture which would 
produce wear- and weather-resistant 
paint and varnish products. Quality 
of product is so essential a factor in the 
paint and varnish business that all 
manufacturers are injured if any manu- 
facturer produces a paint or varnish 
product which does not give satisfac- 
tory service. The injury arises from 
the breaking down of the assertion by 
the industry that paint and varnish 
should be used to protect property. 
Because of this consideration, the find- 
ings of the Institute of Paint and Var- 
nish Research which the industry as a 
whole operates at Washington, D. C., 
are available to anyone desiring them, 
regardless of whether he has invested 
anything in the work of the Institute. 
It has been found necessary to make 
paint and varnish products specifically 
for the several purposes which they are 
to serve. For instance, a varnish 
which is subjected to heat on a table 
top needs to be of a different quality 
than that of a varnish which is sub- 
mitted to heavy traffic on a floor. 
Without multiplying examples, it is 
sufficient to say that a very compre- 
hensive list of requirements has been 
studied and the best formula of paint 
or varnish determined for each such re- 
quirement. It is now customary for all 
high-quality paint and varnish manu- 
facturers to make products in accord- 
ance with the experience which is 
available as bearing upon the several 
requirements, and insofar as it is pos- 
sible, through individual initiative and 
research in the-detail processes of man- 
ufacture, to raise the standard of their 
products as much higher as they can. 
The result is that the industry as a 
whole is in a position today and has 
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been in a position for some years w 
without hesitation it may go before 
the public and say in the strongest lan. 
guage that “It is cheaper to paint than 
not to paint.” The result has been 
the national “Save the Surface” Cam- 
paign advertising which is now recog. 
nized as one of the most progressive, 
co-operative advertising campaigns 
ever inaugurated in this country. 

The purpose of the “Save the Sur. 
face’’ Campaign is to move the posi- 
tion of paint and varnish products on 
the necessity-luxury scale in the con- 
sumer’s mind as far as possible in the 
direction of absolute necessities. 

The average property owner has for 
many years had a sense of civic pride 
sufficient to cause him to paint his prop- 
erty when it is first built. If he did 
so simply for the sake of appearance, 
he probably used a very inferior grade 


of paint. The purpose of the “Save 
the Surface” Campaign, in_ other 


words, is to get the consumer to use a 
high-grade paint or varnish product 
at the time of the first application and 
thereafter to renew the finish with an 
equally high-grade product at sufficient 
intervals to prevent wear and depre- 
ciation of his property. 


SAVING THE SURFACE SAves ALL 


A careful survey has shown that at 
a conservative estimate only from 2 
percent to 25 per cent of the property of 
the United States is adequately pro- 
tected against wear and decay. In 
passing, it is fitting to observe that the 
paint and varnish industry as a whole 
may, without embarrassment, urge the 
public to use its products in larger 
amounts than ever before, because in 
doing so the public actually saves 
money. Civilization is the result of 
the accumulation of knowledge and 
property, the elevation of standards 
and ideals and the stabilization of ur 
institutions, all of which are heritages 
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from past generations. From the 
standpoint of the preservation of prop- 
erty and the ability of society to pass 
it on from generation to generation, 
the paint and varnish industry plays 
a role of outstanding importance. 
This is a brief reference to the romance 
of the industry, which is especially ap- 
parent to those closely associated with 
it. It is more than a mere romance. 
The logic of the situation and the fact 
that from 75 per cent to 80 per cent of 
all property is today inadequately pro- 
tected against wear and decay, appeal 
tothe progressive business man, wheth- 
er he be manufacturer, wholesaler, 
retailer, or master painter, as offering 
an extremely lucrative business oppor- 
tunity. 


Tue SALES ProsBLeM or PRopuUCcERS 


The subject of this paper includes 
the sales problems of the producer in 
relation to wholesaler, retailer, and 
consumer. ‘The producer’s sales prob- 
lem in the paint and varnish field in 
relation to the consumer is very largely 
covered by what has been said above 
relative to the “Save the Surface” Cam- 
paign activities. In association meet- 
ings where the ““Savethe Surface”’ Cam- 
paign is frequently discussed, the 
function of this co-operative adver- 
tising has often been likened to plow- 
ing a field and preparing it to receive 
seed. The individual activities of the 
several producers in the paint and var- 
nish industry, to continue the analogue, 
is likened to the one who sows the seed 
in the field which has thus been pre- 
pared. Practically all paint and var- 
nish advertising today done by indi- 
vidual manufacturers is based upon 
the “Save the Surface” Campaign ad- 
vertising and is an attempt on the part 
of the individual producer to convince 
the consumer that his particular prod- 
uct is best adapted, or equally well 
adapted as any other manufacturer’s 


Tue Propucer AND His Sates PrRoBLeMs 


product, to conserve property from 
wear and decay. 

The problems of the manufacturer 
of paint and varnish products with 
respect to the wholesaler and retailer, 
in addition to getting these distributing 
agencies to visualize and capitalize 
upon the “Save the Surface” Campaign 
activities to the fullest extent, are much 
the same as the sales problems of any 
other producer dealing with whole- 
salers and retailers. It is a rather 
general practice of manufacturers in 
the paint and varnish industry to deal 
direct with the retailer and the master 
painter. In the case of large industrial 
consumers, the manufacturers deal 
direct with the consumers. 


Rerait Prospiems 


The paint and varnish business is 
distinctly different from many other 
businesses in that a representative 
stock of paint and varnish materials 
runs into a very considerable invest- 
ment. The average drug store sells 
many makes of tooth paste. It would 
be impossible for a retailer or painter, 
with profit, to carry many makes of 
paint and varnish products. In fact, 
it is the purpose of every high-quality 
manufacturer of paint and varnish 
products to manufacture “a complete 
line,”” thereby making it_possible for 
the retailer to avoid duplication and 
consequent overhead by carrying only 
one maker’s line of products. 

One of the most difficult problems 
in merchandising paint and varnish 
products to retailers is to get some of 
them to see the economy and sales ad- 
vantage of carrying a complete line of 
one make and one make only. The 
economy is, as indicated above, the 
reduction in overhead and consequent 
increase in turnover. The sales ad- 
vantage, so far as paints and varnishes 
are concerned, is at least twofold. 
There is the positive advantage of qual- 
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ity and the consequent satisfaction 
given by one product, which causes 
the consumer to ask for another prod- 


uct of the same make. There is the 
negative advantage, and a very pecu- 
liar one, in the paint and varnish in- 
dustry, which may be best illustrated 
by an example: A dealer sells two 
different makes of floor finish, “A” 
and “B,” both designed to give the 
same type of finish and to be equally 
satisfactory in service. Mrs. Smith 
buys floor finish “A” and applies it 
under proper conditions. Mrs. Jones 
is pleased with the finish of Mrs. 
Smith’s floors and goes to the dealer 
from whom Mrs. Smith purchased 
her material and asks for floor finish. 
The dealer sells her floor finish “*B,” 
whereas he sold Mrs. Smith floor finish 
“A.” Mrs. Jones applies floor finish 
“B,” contrary to specific instructions 
(on floors which are not dry or which 
are not clean), and the result is a very 
unsatisfactory job. She complains to 
the dealer, who, if he had sold Mrs. 
Jones floor finish “A” the same as he 
had to Mrs. Smith, could prove to Mrs. 
Jones without a shadow of doubt that 
the fault is not with the material. 
Another problem with the retailer 
which is not peculiar to the paint and 
varnish industry is the necessity of 
changing the selling method of retailers 
in line with advanced retail practice. 
The time has largely passed when it is 
possible for the retailer to succeed in 
large measure simply by waiting for 
customers to come into his store. The 
few who do come into his store of their 
own accord are already sold. This 
problem applies more particularly to 
the sale of products which are bought 
at comparatively long intervals than 
it does to products, such as groceries, 
which are bought at rather regular and 
frequent intervals. The purchase of 
groceries and of some other commodi- 
ties which are bought at frequent in- 
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tervals involves a much larger habj 
forming element than does the py 
chase of commodities such as paintan 
varnish which are bought at rather jp 
frequent intervals by the consume 
The most progressive selling metho 
with respect to paint and varnish prod. 
ucts is for the retailer to cultivate th 
sales field intensively without waitin 
for customers to come into his stom 
It is more important for the retaile 
to be outside of his store much of the 
time than in it all of the time, but many 
retailers have not as yet grasped the 
situation as they should. 

In the experience of our own com 
pany we have found that it pays to 
have our salesmen take dealers outside 
and assist them to sell prospective con- 
sumers, not altogether in terms d 
brand, but at first in terms of the eco 
nomic saving involved and second i 
terms of brand. A retailer who has 
thus had demonstrated to him the a¢- 
vantages of such personal work out 
side of his store usually becomes en 
thusiastic about it. 

Another sales problem which is no 
peculiar to the paint and varnish iz 
dustry is to get the retailer to make 
the best use of advertising and sales 
helps which are furnished to him by 
the manufacturer. Here again the 
salesman representing the producer 
has an opportunity to teach the r 
tailer to the advantage both of himself 
and the manufacturer. 

It will be interesting to note in passing 
that with the permission of the “Save 
the Surface’ Campaign one of the large 
publishers of the United States is now 
publishing what is known as the Saw 
the Surface Magazine, which the pub- 
lisher sells as a monthly issue to pro 
gressive retailers and painters for theit 
use as an advertising medium. 

Another problem which the paiat 
and varnish manufacturer has with 
his retailers to a greater degree than 
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some other manufacturers is to get the 
retailer to be of technical assistance 
to the consumer. Such technical as- 
sistance has the advantage of more 
nearly assuring that the consumer will 
be satisfied, as well as opening the op- 
portunity for legitimate increased sales 
at the time of purchase. There are a 
number of accessories, such as sand- 
paper, brushes, reducers, as well as 
items of more consequence, such as 
other paint or varnish products, which 
the consumer really wants, but fails to 
think of at the time of purchase unless 
he is tactfully reminded of them. The 
industry is seeking to solve this prob- 
lem by encouraging retailers who can 
do so to assign at least one clerk en- 
tirely to the sale of paint and varnish 
products. A paint and varnish de- 
partment is created under the name 
of “Save the Surface Department.” 
The manufacturer assists in educating 
this salesman from a technical stand- 
point and shows him how advanta- 
geous it will be to him and his employer 
to do field work in his community, in- 
duding mail promotion and personal 
follow-up. Almost invariably, the cre- 
ation of a paint and varnish depart- 
ment will be followed by increased sales 
of very considerable amount. 

Another retailer problem which is 
not peculiar to the paint and varnish 
industry has to do with the lack of sys- 
tem and business method in general by 
the retailer. There are invisible over- 
heads and costs of depreciation and 
obsolescence, which often escape the 
attention of the small retailer. He 
frequently fails to maintain any kind 
of a cost accounting system. He is 
altogether too apt to subtract the 
money that he pays out from the 
money that he takes in and to call the 
difference profit, not realizing that he 
is accumulating certain obligations to 
himself and his business which must 
inevitably be met, the meeting of 
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which, unless provided for, often spells 
ruin. 

Paint and varnish manufacturers 
have found that the best solution of 
their sales problems with the retailer 
is to obtain a sales representative who - 
is able to raise the selling standard of . = 
his retailers. Every progressive man- 
ufacturer realizes clearly that it is nec- 
essary to devote very little attention to 
selling his products to the retailer if he a 
can educate the retailer to sell his 
products to the consumer. 

Having exercised the greatest care 
in selecting a retailer, the manufac- 
turer’s sales representative begins a 
certain educative process with him, 
which must of necessity, in many cases, | 
extend over a considerable period of ad 
time. If it is not possible at the mo- — = 
ment to select a retailer who either is" - 
a progressive business man at the time x 
he is selected, or is capable of being an 
trained into one, it is altogether better 
to fail to be represented in that locality 
than to identify the “line” with “_ ' 
unprogressive storekeeper. | 

The training which the 
should give to his retailer relates to oa 
all phases of retailer business. It has Figs. 
to do with overhead, turnover, inven- % 
tories, technical information relative 
to the use of products and their pur- 
poses, advertising, promotion, personal ; 
follow-up. 

What has been said relative to the ee ai 
retailer may be repeated with a oe 
to the master painter. Both the ree  =—— 
tailer and the master painter are im- * 
portant links in the distribution of 
paint and varnish products. Itisnot 


the intention of the writer to indicate i. 
that all retailers or all master painters 
are unprogressive or lacking in initia- 
tive, but any producer selling his com- 
modities through such or similar chan-— 
nels recognizes fully that the need for 


education with many such distributive _ 
agencies is very great. esr 
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It is interesting in this connection 
to refer to “Save the Surface” sales- 
men’s clubs which are organized in 
many of the important cities of the 
United States. This is a compara- 
tively recent development during the 
past year and a half; and is a further 
indication of how closely the entire 
paint and varnish industry is becoming 
knit into an industry having one great 
purpose. “Save the Surface” sales- 
men’s clubs are often instrumental in 
organizing “‘Save the Surface” dealers’ 
associations. These dealer associa- 
tions have become an excellent agency 
for the education of dealers in better 
selling methods. 


Resvuts or SALEs ProMorIoN 
ACTIVITIES 


The paint and varnish industry as 
a whole has made wonderful strides 
in its selling methods during the last 
few years and it is of interest to call 


attention in closing to two measures 
ae, __ of the progress which has actually been 
A made. In terms of tonnage and gal- 
___ Jonage, the total consumption of paint 
and varnish in 1922 was 137 per cent 
ei of that in 1921 and in 1923 it was 152.4 
sper cent of that in 1921. Nineteen- 
twenty was the record year up to that 
7 time, but 1922 was 12 per cent in ex- 


. 


cess of 1920. Nineteen-twenty-one 
was by no means a poor year. The 
use of the year 1921 as a basis for com- 
putation is not because of the fact that 
it was a poor year, which it was not, 
but because of the fact that in 1921 
the “Save the Surface” Campaign in- 


- augurated a movement among all in- 


terests in the paint and varnish indus- 
try to “Make 1922 the Greatest Paint 
and Varnish Year, and Double the In- 
dustry by 1926." The slogan for 1923 
was the same as that for 1922 with the 
exception of the mention of the year 


- 1923. The slogan for 1924 was changed 


_ to “Make 1924 the Greatest Paint and 


a 


Tue ANNALS OF THE AMERICAN 


ACADEMY 
Varnish Year and Double the Industry 
Ahead of Time,” because of more than 
half of the five year objective having 
been reached during the first two years, 

It is a legitimate question for anyone 
to raise as to whether the marvelous 
increase in consumption of paint and 
varnish products since 1921 may be 
due to an abnormally large construc. 
tion activity. In answering this ques- 
tion, it must be remembered, first, that 
it is estimated that only 25 per cent of 
the consumption of paint and varnish 
products is occasioned by new con- 


struction; and second, that it is gener. | 


ally admitted that, while the volume 
of building which is being done should 
care not only for the increasing popula- 
tion of the country, but should reduce 
the amount of delayed construction 
due to the war, the building which has 
actually gone on during the past two 
years has hardly kept pace with the 
demand caused by increasing popula- 
tion. ‘ The best authorities do not at- 
tribute much if any of the volume of 
building construction during the past 
two years to an abnormal condition. 
Another measure of the effectiveness 
of the sales promotion activities of the 
industry as a whole is found in a pecu- 
liar condition which arose during the 
last industrial depression. As men- 
tioned above the paint and varnish 
industry has, in addition to its marine 
and foreign sales fields, two distinct 
domestic sales fields. There is what 
is usually spoken of as the dealer trade, 
which includes paint and varnish sold 
through dealers and master painters 
to ultimate consumers, and what is 
known as industrial trade, with which 


in general jobbers and retailers have | 


nothing to do. The industrial trade 
consists of paint and varnish products 
sold to large corporations, either for 
use in maintenance of plant and equip- 
ment or for consumption as a raw ma- 
terial in the manufacture of their fin- 
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ished products. At a time of indus- 
trial depression, the purchase of paint 
and varnish products by industrial 
concerns rapidly diminishes; and be- 
cause of the fact that men are thrown 
out of employment, the curve of di- 
minished dealer trade sales has hereto- 
fore followed the industrial sales curve 
downward. The condition was en- 
tirely different during the last indus- 
trial depression. As industral sales 
diminished, trade sales increased. The 
only way to account for this apparently 
anomalous condition is that workers 
who were temporarily out of employ- 
ment during the depression had saved 
some money and having recognized 
the truth of “Save the Surface You 
Save All,” they employed their time 
and invested their money in refinishing 
their own homes. 

Those who are following conditions 
closely in the paint and varnish indus- 
try believe that the great proportion 
of the consumption of paint and var- 
nish during the last two years is di- 
rectly due to the industry’s educative 
campaign which is beginning to regis- 
ter with the consuming public. 

It will be seen from what has been 
said above that so far as the “dealer 
trade”’ is concerned the paint and var- 
nish industry is progressing rapidly in 
the solution of its sales problems. It 
has recognized clearly that its sales 
problem, in the major, is not competi- 
tive within the industry, but is com- 
petitive as between the paint and var- 
nish industry and other industries. 


PROBLEMS FROM INCREASED SALES 


There are a number of subsidiary 
problems which can be no more than 
touched upon, which have grown out 
of the rapidly increasing sales of paint 
and varnish products. There are to- 
day insufficient painters to supply con- 
sumers’ demands. This condition has 
caused the industry to attempt to do 
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three things: First, ‘to get more men 
to apply paint and varnish; second, to 
enable each man to apply more paint 
and varnish per hour; third, to enable 
each man to work more hours per 
year. 

A systematic effort is being made to 
train journeyman painters. Appren- 
ticeship schools have been opened in 
many parts of the United States for 
this purpose. 

It is possible, through mechanical 
means, to apply paint and varnish prod- 
ucts especially in industrial uses many 
times more rapidly than by brush and 
to produce a film thereby which is as 
good as the best brush film. The use 
of such mechanical equipment is help- 
ing to solve the limitation from the 
standpoint of ability to apply paint 
and varnish products, which the in- 
dustry faces today. 

People in general have formed the 
habit of having their painting and var- 
nishing done at spring house-cleaning 
time. This causes a peak of work at 
one time of the year and in the past 
has caused a slack at other times of 
the year when outside painting, espe- 
cially, could be done to advantage be- 
cause of dryer surfaces. The industry 
is taking successful steps to lengthen 
the painting season. 

The volume of business available 
to be done by master painters has not 
only created a shortage of men to apply 
the paint, but has made necessary some 
means to enable the master painter to 
finance a larger volume of business. 
The paint and varnish industry has 
accordingly found it necessary to en- 
courage bankers to organize — 
improvement clubs, in which savings - 
are set aside for painting and other 
property improvement. In addi- — 


tion to this, the industry has encour- _ 
aged the organization and operation 
of financing companies, which ol 
the operations of the master painter. 
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It has been possible to develop such 
financing operations to a point where 
they are very simple, unobjectionable 
to the consumer and extremely safe to 
all concerned. 

The industry has inaugurated with- 
in its own membership a movement to 
“paint the paint trade,” with the 
avowed purpose of practicing what we 
preach. 

It is interesting to observe that as 
public consciousness to the economic 
necessity of paint and varnish has in- 
creased, there has developed a large 
demand from editors of newspapers, 
farm papers, magazines, and radio pro- 
grams for authentic information as to 
the use of paint and varnish products 
and as to attractive schemes for home 
decoration. It has become necessary 
for the industry to maintain an infor- 
mation service designed to give un- 
biased, authoritative information upon 
such subjects. Government and state 


_ Officials who are interested in the im- 
_ provement of rural conditions fre- 
quently 
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assistance in connection with paint and 
varnish problems. 

Editors, bankers, real estate opera- 
tors, and county farm agents are be. 
coming paint and varnish missionaries, 
The head of the rural improvement 
service of one of our state governments 
said a few months ago that it was the 
intention in his state thereafter, in con- 
nection with all rural building plans 
furnished by the state to farmers, to 
suggest that if the prospective builder 
is unable to keep his property well 
painted it is better not to build. 


At best, this article is sketchy. The 
writer has attempted to set forth briefly 
the broader problems which are con- 
fronting producers of paint and varnish 
materials from a sales standpoint and 
to indicate the answers which experi- 
ence has given tosome ofthem. There 
may be problems of a sales nature in 
other industries which could be ana- 
lyzed and handled successfully along 
lines similar to those employed by the 
paint and varnish industry. 
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INCE the retail store is the most 

expensive step in the whole mar- 
keting process, it is in the retail field 
that there is the greatest opportunity 
for cutting down marketing costs. 
Students of marketing have come to 
realize that the general organization 
of the marketing system is sound, and 
that middlemen exist for the simple 
reason that they furnish the most 
economical method of performing 
the necessary marketing functions. 
Realizing that the cost of retailing is 
relatively high, investigators have 
turned their eyes in this direction in an 
attempt to find a solution of the so- 
called marketing problem. 

Perhaps the most obvious thing 
about retailers is their great number. 
In a large city there may be four or five 
grocery stores on a single street in one 
block. In a small town there may be 
eight or ten grocery stores, whereas 
two or three stores are all that are 
necessary to take care of the needs of 
the community. The immediate con- 
clusion is that there are too many 
retailers and that this accounts for the 
high cost of marketing. Thousands 
of people who have never studied 
marketing have been expressing this 
thought for years. During the recent 
agitation on marketing questions, cer- 
tain writers have featured this thought 
in newspapers and in magazine articles 
as though it were an important dis- 
covery. 

There are undoubtedly too many 
retailers; in fact, there is no question 
about it. It is important to consider, 
however, just how serious a matter 
this superfluity of retailers really is. 
To what extent does it raise the cost of 
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marketing? As a practical matter, 
what can be done about it? | 
The thought underlying the state- am 
ment that there are too many retailers = 
is that if the retail business were con- 
centrated into fewer stores, the volume 
of business done by each store would be | 
larger and hence operating costs and q 
prices would be lower. It is also 
argued that there is loss to the com- ‘3 
munity in tying up of capital in un- r 
necessary facilities and that additional 
loss results from the frequent failure of y 
retail stores. 


OpERATING Costs vs. SIZE OF STORE 


The most fundamental problem in- : 
volved in this question is the extent me 
to which operating costs and prices are 
lower in large stores than in small 
stores. If it can be shown that operat- 
ing expense decreases substantially as a 
size of store grows, then there is good 
reason to seek out some method of 
eliminating small stores and of con- 
centrating business in larger ones, 
keeping in mind, of course, that food * 
stores and drug stores are bound to be 7 
neighborhood shops within easy reach 
of purchasers, thereby limiting the 
volume of business that can be done. 

It is only within the past very few 
years that there have been any data at 
all on the operating costs of retail 
stores, classified according to size. 
The writer examined and discussed the 
available data on this subject in a paper 
before the American Economic Associ- 
ation in December, 1922.' Some of 


1 Do Principles of Large Scale Production Apply 
to Merchandising? in Papers and Proceedings of 
the Thirty-fifth Annual Meeting of the American 
Economic Association, published in March, 1923. 
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the figures and conclusions in _ this 
paper will be referred to below. 

The most surprising thing about the 
relation of cost of doing business to the 
size of retail store is the fact that ex- 
cept for one class of stores (retail 
butcher shops) there is no marked 
tendency for operating costs to decline 
with increase in volume. The usual 
rule is that operating costs are slightly 
lower for medium-size stores than 
for extremely small ones, but that costs 
begin to increase again as we pass to 
very large stores. This is well illus- 
trated by the figures of the Harvard 
Bureau of Business Research for retail 
shoe stores. In 1920, those stores 
having sales of less than thirty thou- 
sand dollars per year, had an average 
operating cost of 25 per cent; in stores 
having sales of from fifty thousand 
dollars to one hundred thousand dol- 
lars, the expense dropped to 23.5 per 
cent; for stores doing over one hundred 
thousand dollars a year, the expense 
increased again. Department store 
figures for 1921 show a continuous in- 
crease in expense for the larger stores, 
except that a slight decline occurred 
for stores doing over two million, five 
hundred thousand dollars a year. 
What was said above of retail shoe 
stores is also true of retail jewelry 
stores, groceries, and men’s clothing 
stores. In each case the decrease in 
expense for medium-size stores as 
compared with very small stores is 
extremely slight, and there is some 
question whether prices charged de- 
crease even by this small amount. 

It should be explained in this con- 
nection that the larger stores included 
in the studies that have been made on 
this subject are not exactly comparable 
with the smaller stores in the matter of 
service rendered. In other words, the 
large stores ordinarily furnish a supe- 
rior service in the form of better sales- 
men, better selection of merchandise, 
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better wrapping and packing, more 
attractive and convenient locations, 
better and more extensive delivery, 
greater liberality in the way of returns 
and allowances, etc. Examination of 
itemized sales expenses for stores of 
different sizes bears this out. [p 
other words, cost of doing business 
tends to decrease (although only 
slightly) as the size of a retail store 
grows, but this tendency is likely to be 
more than offset by the development of 
a more elaborate and costly service, 
which, after all, seems to suit the con- 
sumer’s fancy, and furnishes one reason 
why the store is able to become a very 
large one. 


Meat TRADE AN EXCEPTION 


Retail meat stores offer an exception 
to the usual rule. Instead of a de. 
crease in expense from very small to 
medium-size stores, and then an in- 
crease for very large stores, it seems to 
be the rule that operating costs pro- 
gressively decrease as the size of the 
store becomes larger. Furthermore, 
decrease in operating cost for large 
stores is substantial. A recent bulletin 
issued by the Bureau of Research of 
Northwestern University furnishes 
good information on _ this point. 
This bulletin classifies meat shops 
according to the number of men neces- 
sary to operate them. A “one-man” 
store, for example, has sales up to 
$26,000 a year; a ““two-man”’ store, 
from $26,000 to $58,500 a year; & 
“three-man” store, from $58,500 to 
$97,500; and a “four-man”’ or larger 
store has sales of over $97,500 a year. 

The table on the next page shows 
the average expense and gross margil, 
both expressed as percentages of sales, 
for different size groups. 

It will be observed that the average 
operating expense drops from 25 per 

2 Expenses, Profits and Losses in Retail Meat 
Stores, by Horace Secrist, Series III, Number 9. 


\| 


200 
cer 
per 
enc 
cal 
tra 
: sto 
! 
One 
Two 
Thr 
Fou 
bet) 
fror 
stor 
a di 
cen 
whi 
shor 
crea 
for 
four 
dou 
and 
sum 
indi 
V 
in o 
and 
easy 
alto 
trad 
to b 
i man 
that 
ther 
37 
consi 
above 
Nort! 


cent of sales in one-man stores to 16.5 

cent in four-man stores—a differ- 
ence of 9 per cent of sales. Theoreti- 
cally this might suggest that the gross 
trading margins in the very large 
stores might be correspondingly lower 
than in the smallest stores, but the 
figures on margins show that this 
isnotso. The gross margin (difference 


AveraGce Expenses AND Gross MARGINS 


Retail Meat Stores 
Size or Store; E ; Gross 
ALL Stores XPENSE | MARGINS 
Qne-man.......... 25.0 24.5 
Two-man. . 20.0 23.0 
Three-man........... 18.5 22.5 
Four-man or larger... . 16.5 21.0 


between cost and selling price) drops 
from 24.5 per cent of sales in small 
stores to 21 per cent in large stores— 
a drop of 34 per cent, against the 9 per 
cent drop in expenses. It is also worth 
while to note that this same bulletin 
shows that the net trading profit in- 
creases from one tenth of one per cent 
for one-man stores to 5 per cent for 
four-man stores.* The large stores un- 
doubtedly buy at slightly lower prices, 
and therefore the benefit to the con- 
sumer is greater than these figures 
indicate. 

With such an enormous difference 
in operating costs between large stores 
and small stores in the meat trade, it is 
easy enough to say that there are 
altogether too many stores in that 
trade, and that the small stores ought 
tobe eliminated. As a matter of fact, 
many of the small stores are in localities 
that cannot support larger ones, and 
therefore they probably perform an 


* The profit for one-man stores is not exactly 
consistent with the figures given in the table 
above, but all these figures are taken from the 
Northwestern bulletin referred to, pages 2 and 5. 
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important and necessary » famation, in 
spite of relatively high operating costs. 
The alternative method for supplying 
such a community would be through 
peddlers, a system of distribution that 
is unsanitary and otherwise not satis- 
factory. 


Do Rerar Fartures App To 
ConsuMErRs’ Cost? 


Although the figures on operating 
costs indicate that no such saving re- 
sults from large stores as most people 
think, there is still the question as to 
the extent to which failures among 
retailers constitute a burden on society. 
There is no doubt but that hardship 
and suffering result from such failures, 
but the loss to society as a whole is not 
so serious as one might think. The 
mere fact that there are poorly man- 
aged and poorly located stores does 
not appreciably increase the cost of 
doing business of stores in general, nor 
does it result in higher prices to con- 
sumers. In fact, stores that are losing 
money are apt to cut prices to get 
trade, or through their ignorance they 
charge less than they should. Their 
competition tends to keep down prices 
in the better stores. Therefore con- 
sumers do not suffer directly; they may 
even receive a temporary benefit. 

The loss to society, if there is any, 
comes through the using up of the capi- 
tal that is invested in a losing business 
—capital that might better be em- 
ployed so that it would maintain it- 
self, and earn something in the way of 
interest and profit. The storekeeper 
may have invested his own capital, or 
a jobber may have furnished part of it. 
Whoever loses, it is dissipation of past 
savings that could better have been 
used in productive merchandising or 
manufacture. But the amount lost 
in this way in the course of a year is 
so infinitesimal in comparison with 
the total capital fund of the country, — 
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that the loss to society is not at all 
serious. Our system of free competi- 
tion necessarily has its wastes and 
losses, but, on the other hand, in- 
creases initiative and efficiency to such 
an extent as to far outweigh the 
wastes caused by the failures of those 
who drop by the wayside. 

What conclusion is to be drawn from 
the facts developed in the foregoing 
pages? It is probably safe to say that 
the common notion about the savings 
that might be accomplished through a 
reduction of stores is a mistaken one. 
In most lines of retail trade, the operat- 
ing cost is only slightly lower for 
medium-size stores than for very small 
stores, and there is no assurance what- 
ever that the selling prices to consum- 
ers are any lower because of this slight 
decrease in expense. Very large 
stores (except in the retail meat trade) 
have no lower operating cost than small 

stores, due largely, however, to more 
elaborate services rendered, as well as 
to greater expense needed in drawing 
customers from a wider territory and 
in making deliveries. Larger stores 
have an advantage in rate of turnover, 
_ but not to such an extent as to offset 
higher operating expenses, so far as 
determination of prices is concerned, 
except, perhaps, in the case of retail 
meat shops. In other words, this all 
means that the so-called high cost of 
_ marketing is not due to the excessive 

number. of retail stores. 

If this conclusion is correct, it is 
perhaps idle to pursue the matter 
further. But it is of course true that 
there are many unsatisfactory features 
in the retail situation. Although 
marketing costs cannot be appreciably 
reduced by cutting down the number 
of retailers, it is true that there are a 
4 great many stores that are poorly 

 Joeated, and an even larger number 


that are poorly managed. es 


How ro Hetp Rerait Sitrvation 


Proceeding on the theory that the 
principal trouble with the retail situa. 
tion is the very large number of stores, 
it has frequently been suggested that it 
might be possible to arbitrarily limit 
the number of stores, by dividing a city 
into zones or districts, according to 
population, and allowing one store for 
each district. But this is both im- 
practicable and contrary to the under. 
lying principles of freedom in trade. 
Impracticable, because it would be im- 
possible to determine justly the size 
of a district that should be permitted 
to have a store. Conditions vary in 
different parts of a city, according to 
type of population, whether apartment 
houses or individual homes predoni- 
nate, etc. Furthermore, such a dis- 
tricting would mean that each store 
would have a partial monopoly, and 
governmental price control would be 
necessary in order that the public 
might benefit by the very slight lower- 
ing of expense due to increased volume. 
Incentive to improved service and bet- 
ter merchandising methods would be 
removed, and there would arise a great 
opportunity for political favoritism in 
the selection of dealers who could have 
stores. 

Such a plan would also be inconsist- 
ent with our theory of personal liberty. 
The right to enter any trade or calling 
is fundamental. If an ex-street-car 
conductor wishes to set up a little 
grocery store in the front room of his 
house, who shall prevent him from 
doing so? It may be the only way he 
can earn a living for himself and family. 
It may be that he is performing a serv- 
ice that is much appreciated by his 
neighbors. If this principle of limita- 
tion is to be applied to retail stores, 
why not apply it to wholesale houses, 
newspapers, doctors, lawyers, etc.’ 
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The whole proposition is so impossible 
that it is a waste of time to talk about 
it. 

Since improvement of the retail 
situation cannot be brought about by 
an arbitrary limitation of number of 
stores, the question remains: What 
can be done to improve matters? The 
answer is to be found in better educa- 
tion of retailers, in more careful study 
of locations for new stores, and in the 
automatic elimination of inefficient and 
poorly located stores through the in- 
creased competition of chain stores and 
well-managed individual stores. At 
best, this must be a very gradual 
process, but progress is being made. 
In fact, the question of efficiency in 
retail store operation has never been 
tackled seriously until within the past 
ten years. The studies that have been 
made by business research bureaus of 
our universities, by jobbers, by trade 
associations, and by the government, 
are well known, and they are already 
beginning to have their influence. The 
work done by certain wholesalers in 
finding proper locations for people 
desiring to go into the retail business is 
also worthy of note, and might well be 
extended with considerable benefit. 


THe CHAIN STORE 


The most striking advance in retail- 
ing, however, is being achieved at pres- 
ent through the chain stores. Be it 
noted that chain store companies do 
not rely on large stores, but plaster the 
map with small neighborhood stores. 
Consider, for example, the policies of 
the United Cigar Stores, and the At- 
lantic and Pacific Tea Company. 
Chain grocery stores have an advantage 
over the average individual retail gro- 
cery store by about 10 percent. That 
is, they can sell for about nine cents 
what an ordinary grocer has to charge 
ten cents for. 

Chain stores are driving incompetent 
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retailers out of business, they are keep- 
ing new retailers from being established, 
they are cutting down the volume of 
business done by many individual 
stores, and their competition is also 
helping to develop well-managed indi- 
vidual stores. It has been found that 
chain stores succeed in capturing only a 
part of the trade of a community; prop- 
erly managed full-service unit stores 
are able to hold their own and prosper. 
Although there are no statistics bear- 
ing on the extent to which chain stores 
have displaced unit stores, the writer 
would hazard a guess that each chain 
grocery store in the country today 
takes the place of from 1}- to 14-unit 
stores. The development of the chain 
store is the most important thing that 
is taking place in the whole field of mar- 
keting today, and it is bringing about 
not only an elimination of unfit re- 
tailers, but it is acting as a great incen- 
tive for better merchandising methods 
in retail stores in general. The mail 
order house is having the same effect 
on retailers in small towns. 

Referring to the suggestion that more 
attention ought to be paid to the selec- 
tion of locations for new stores, it is 
worth noting that chain store compa- 
nies have reduced this matter to more or 
less of a science. Each possible site is 
carefully studied. Information is ob- 
tained as to the number and character 
of people who pass, the proximity of 
street cars, whether on the sunny or 
shady side of the street, the character 
of nearby stores, etc. After making 
such studies as these, the big chain store 
companies seldom make a mistake. Un- 
fortunately, individuals who contem- 
plate starting a store do not have infor- 
mation of this sort at hand, and do not 
know how to make a proper investiga- 
tion. Consequently, there are thou- 
sands of small, struggling retailers, who 
are located in unfavorable places, and 
who would be doing themselves and the 
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better locations. 


community more good if they were in 


So the whole problem simmers down 
to the question of improved methods of 
merchandising and better selection of 
store locations. ‘To say that there are 
too many retailers does not go to the 
heart of the problem. It merely leads 
to impracticable suggestions. The 
5 
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gradual process of raising the stand- 
ards of retail efficiency, allowing the 
best-managed stores to conquer the 
field as much as possible, is the best we 
can hope for. But we can all help 
by encouraging those agencies which 
are trying to educate retailers and to 
develop improved methods of mer- 
chandising. 
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N an en short period of 

time the economic aspect of our civ- 
ilization has been completely changed. 
Industry has developed rapidly from 
the home workshop period to the 
modern industrial factory. By the aid 
of ingenious machines thousands of ar- 
ticles are now produced where one was 
formerly. Whereas, under the old 
system, an artisan readily disposed of 
his wares to his neighbor, this new sys- 
tem finds it increasingly difficult to dis- 
tribute its production. As a result of 
the perfected processes of production, 
distribution is coming to be a conse- 
quential factor in modern commercial 
life. While new inventions are con- 
stantly adding to the quantities of 
goods produced by factories, distribu- 
tion is, in turn, forcing new methods of 
transportation and communication the 
better to disseminate quantity produc- 
tion of industry. Water and rail trans- 
portation has made London and San 
Francisco as accessible to New York 
and Philadelphia as New York and 
Washington once were to each other. 
The development of the motor is rap- 
idy giving us control of our highways 
and the air, while the telegraph, tele- 
phone, and radio, which have almost 
annihilated time and distance, are do- 
ing their part in this ever-increasing 
complex task of distribution. 

The greatest element, however, in 
this forward march has been man him- 
self; yet curiously, he has been permit- 
ted, until recently, to wander along al- 
most aimlessly. There seems to have 
been little or no realization that the few 
individuals who were gifted in produc- 
ing the _ that have taken — 
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might produce a society in which the = 
average or sub-normal man would find 7 

it difficult to exist. It has remained 
for those who come to work in the field tee 
of distribution to realizethat the human 
element is the greatest factor with 
which they would have to cope. They © 
realize that it is through education, 
and education alone, that the 


the neccessary distributive process nog ag) 
economic goods be scientifically organ- _ 
ized. They realize that to keep pace © 
with the past and present achievements 
of the world at large men will be forced 
to change their conceptions of educa- 
tion as it relates to the dawning dis- 
tributive concepts of today. 
coming to see that education is a ‘ 
cial process,” and distribution is fore- 
ing us to recognize its content as having 
great value in this process. vi 


Arm or PRESENT-Day EpuCcATION 


Education has its contribution to 
make to the life of the country at large 
in anticipation of distributive economic 
requirements. So far, the inadequate 
manual training, secretarial, and com- 
mercial courses are the main attempts 
toward adjustment. These must be 
bettered. Also the tendency for the | 
school to become an end rather thana 
means toward the adjustment of the 
boy and girl to the business or factory 
world upon which modern progress _ 
depends must be rectified. 

In earlier education emphasis has 
been placed on reasoning, but the i 
great human factors connected with 
distribution are forcing a study of the 
instincts, senses, and emotions. It is ; 
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evident that these are the dynamic 
factors calling for control in our youth 
today. We shall make progress as edu- 
cation teaches us their use in relation 
to the dignity and efficiency of mod- 
ern economic demands. We might al- 
most say that the old academic ideal 
was discipline—intellectual discipline— 
while the newer ideal, promulgated by 
the forces of distribution, shows us 
that education has the possibility of 
developing dynamic, socially-minded 
business men. 

. Education has at last united these 
two ideals, and aims to give to every 
child the knowledge and specialized 
training that will enable him in his 
environment to make the best use of 
his innate abilities. This means that 
education strives to organize and en- 
rich, as far as possible, the mental life 
of the individual so that he can, with 
satisfaction and efficiency, find a 
sphere of usefulness in our modern com- 
plex life. 

Theoretically, this aim satisfies the 
demands of modern distribution, but 
it has not been worked out practically, 
and it is my contention that modern 
distributive efforts call for a new type 
of education which will train young 
people to meet the present evolving 
environmental needs and demands. 
The problem for educators, then, is to 
determine the type of training needed 
in this field and see that schools are 
built and curriculums formed to take 
care of these requirements. 

High schools should not be permitted 
to remain mere outgrowths of the aca- 
demic college, modelled and shaped to 
supply more academic material. This 
traditional stand has held the high 
school in its grasp and limited its work 
so that it reaches only a small percent- 
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BusINEss 


206 ee Tue ANNALS OF THE AMERICAN ACADEMY | A 


district. ‘The urge toward active life, 
that the field of distribution encourages, 
is more than ever in the veins of ou 
youth, and only as more practical sub- 
jects enter the curriculum can they be 
induced to remain in school longer and 
in greater numbers. 

Even the majority of our colleges 
have not yet adapted themselves to 
modern distributive demands, though 
many have courses in business training, 
The courses have been forced on them 
by insistent requests from the outside 


‘= than an inner comprehension of 


the type of organized courses which 


anticipate modern distribution. 


It should be remembered that busi- 
ness interdependence is placing a new 
responsibility upon modern educators. 
A business organization is now as much 
of a hereditary factor and as vital a one 
as our traditional family ties. While 
a business organization is environmen- 
tal to the growth of the land, it is also 
an inheritance which represents honest 
toil, strong thinking, and often coura- 
geous action on the part of those who 
have fostered its growth. Further- 
more, it is through an appreciation of 
the laws related to its inception, growth, 
and development that youth is to uti- 
lize it in the further increase of wealth 
through distributive processes. 


KNOWLEDGE OF DiIsTRIBUTIVE 
Factors Lackine 

Illustrative of the needs in this field 
we may cite the rapid growth of depart- 
ment stores. The owners of these im- 
mense distributing centers have worked 
diligently to select their merchandise, 
to transport it from every section of the 
globe and store it properly in order to 
meet the growing demands of the peo- 
ple. These men and their associates 
have tried to make their stock meet the 
requirements of every individual pur- 
chaser. They have found it necessary, 
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resources of the organization, to build 
up carefully planned and organized ad- 


yertising departments. They have 
splendid accounting systems and de- 
livery departments—in fact their sys- 
tem of distribution is excellent, with 
the exception of the human element. 
They find the products of education of 
little or no value in the field of modern 
distribution because they have not 
been trained to fit any of the types of 
work represented. 

It is through an appreciation of 
science and its application to the prob- 
lems of distribution that business may 
be made ethical and _ professional. 
Thousands of young men and women 
should be trained during the years of 
plasticity to appreciate the human, 
technical, and service values involved 
in attempting to make a livelihood in 
the field of distribution. 

Distribution is evolving a new type 
of administrator and executive in keep- 
ing with the concept that all individu- 
als have a right to possess economic 
goods in accord with merit, happiness, 
and prosperity. In so far as my argu- 
ment suggests a technique of action, 
non-experimental but scientific, just to 
that extent should high schools and uni- 
versities sense the spirit of the times 
and adapt themselves to these modern 
demands. It is true that the student 
today is getting a certain kind of an 
education, but not the proper educa- 
tion to cope successfully with the prob- 
lems to be met in this field. 

Even in so technical and thoroughly 
trained a field as engineering, we find 
that men fail to make good executives 
because of their lack of knowledge and 
study of the distributive factors of 
business. This, however, is not true 


of engineers alone, for the chemist— 
the doctor—the pharmacist, or in fact 
any man who specializes in other de- 
partments will be found to be just as 


Education has not 


lacking. 


given 
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that training which makes men think 
and act straight in the social and eco- __ 
nomic relationships connected with dis- __ 
tribution. 
Distribution has made it impossible = 
for the small merchant to live within = 
his own community without thought of 
the surrounding world. Every mod- = ne 
ern merchant must watch nationaland | 
world tendencies or his business is _ 
likely to slip away, and where, asks | 
distribution, will he receive his educa- 
tion if the schools do not give it to him? — 
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New Curricutums NEEDED 


The demands that are being made on 
education by distribution are nothing 
more than the operating of economic 
forces. We have reached the limit of 
endeavor that is possible without the 
aid of differently trained students and 
teachers. Economic forces are de- 
manding these new services for further 
progress. The above analysis will of- | 
fend the present traditionalists as well _ 
as the present so-called practical group 
of educators. Our ideas in the past — 
have been very definitely along mate- _ 
rial lines. We have been taught to © 
reason about material things with 
great intellectual detachment, but our 
very ideas of democracy have often. 
kept us from training ourselves to Ee, 
think as impersonally where human re- 
lations enter. 

Now, however, is the time for us to 
think seriously about formulating new 
working plans for the newer types of 
minds coming into vogue. It is not — 
possible to add new material to old 
academic courses, as has been done 
with so many of the economic courses 
in our colleges, and expect them to sat- 
isfy new demands. We cannot use the 
teachers, trained in academic lore, with 
academic viewpoints on every subject, 
to instill the new principles being de- — 
veloped by the distributive process. — 
It is not possible for the college to look _ 


| 


. on the high school as passively as it has. 
_ _It must give more aid to formulating 
_ the curriculum of these schools and 
more attention to its prospective stu- 
dents while they are still in high school. 
The high school course in turn no longer 
can take on the methods and atmos- 
phere of the college in order to meet 
college requirements. It is new types 
of intellectual material that education 
must disseminate, material which will 
train its students to assume tasks and 
meet the responsibilities of modern 
business. It must actually cultivate the 
skills which we have been permitting 
our youth to learn by imitation from 
their elders. A complete change is 
necessary, a change that will consider 
the demands made on the individual 
after he is placed on his own resources 
in the business world. 

It will be contended by certain fac- 
tions that distribution demands only 
the non-formal subjects and that from 
these you cannot get real cultural val- 
ue. With this theory we will have to 
take issue, for we feel that there are 
many subjects whose cultural value 
equals that of the formal group. Pro- 
fessor Thorndike says: 


Expectations of universal transfer of 
ability in large amounts are no longer en- 
tertained by competent thinkers. It is 
agreed that there is no mysterious necessity 
in the nature of man which makes an im- 
provement in grammatical reasoning spread 
to produce great improvement in all ration- 
al thought, or makes improved attentive- 
ness to numbers in computation produce 
power to attend to the cloth in a loom or the 
marks on a butterfly. It is agreed that a 
gain in oneability improves others only in so 
far as it is proved to do so,—that the ques- 
tion of the disciplinary value of any training 
is a question of fact to be measured, not an 
article of educational faith to be assumed. 
It is agreed that, roughly, we can hope for 
such wider improvement only in so far as 
the other abilities in question are in part 
identical with the ability specially trained. 
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From this it would seem that it was 
better to train the abilities sought than 
to train something else and expect the 
training to transfer later on. All that 
distribution asks is that education in. 
clude in its curriculum subjects of more 
practical value than an equal cultural 
value with the classics. It feels that 
in economics, psychology, political 
science, the study of labor problems, 
and economic geography and history 
there is an equal, if not greater, oppor- 
tunity to discover and transfer effect- 
ive, useful, and cultural ideals. Real 
culture always includes an acquain- 
tance with the great thoughts and souls 
of other times and races besides devel- 
oping within the individual an appre- 
ciation of the beauties of nature and of 
art. With this, distributive forces are 
entirely in accord. 


Arter Hicu Waar? 


Before proposing definite studies 
that distribution feels necessary to the 
curriculum of today, let us consider the 
youth and the working outlets open to 
him, and let us consider business and 
its organization, for only through 
proper co-ordination of the two can a 
satisfactory solution be reached. 

From the standpoint of the youth 
four fields are open to him when he 
leaves high school: 

First. He may enter institutions 
of higher learning. We 
are informed through 
careful studies that fully 
50 per cent of the college 
graduates enter business. 
There is the possibility 
that he will find a place in 
distribution. 


Second. He may enter business at 


oe once, in which case he 


cannot escape _possibili- 
ties .with distributive 


agencies. 
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Third. He may enter industry, but 
since industry is so close- 
ly related to and even de- 
pendent upon distribu- 
tion—the more he knows 
about the relation of the 
two the better chance he 


has for success. 


Fourth. He may enter agriculture. 
Here, of course, as our 
modern society is con- 
stituted, we find that he 
is entirely dependent on 
distribution to take care 
of the products he has 
for sale. The more he 
knows of distribution the 
better fitted he is to meet 
competition in his field. 


To women all these fields are open, 
and added to them is a fifth, that of 
home making. In this field, as in all 
of the rest, distribution plays an ex- 
ceedingly important part. The more 
girls anticipate the “Art of Living” in 
terms of the esthetic and emotionally 
pleasing, the greater will be the future 
demands and responsibilities in keeping 
with a wholesome, healthy standard of 
living. Wealth is added to the nation 
as youth builds for happy homes. 

It is necessary, it seems, for the 
school to consider the occupations that 
these people must enter, and train them 
accordingly, which, according to our 
analysis, means that courses involving 
the principles of distribution must 
enter. Those who realize what is hap- 
pening know that the time has come 
for the school to include all aspects of 
modern life in its curriculum. It can- 
not fall back on the excuse that the 
curriculum is already crowded. It 
must be reorganized and expanded 
until all the subjects necessary to the 
full life of the individual are included. 

In every line of business there are 
two important parts known as the in- 
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ternal and external. Considered as 
internal are the functions of (a) admin- 
istration, (b) production, and (c) dis- 
tribution, while those things which are 
external include: (a) a study of psychol- 
ogy and sociology, (b) a comprehen- 
sion of law and conformity to it, (c) 
participation in government and the 
absorption of the results of such gov- 
ernment, and (d) such agencies as 
banks and accounting systems. 

As we study these parts carefully we 
find distribution closely related to 
every other one whether internal or ex- 
ternal and that, in order to make an in- 
telligent curriculum, both sets must be 
included. We know that business, 
with distribution as its main branch, 
must soon be accorded the standing of a 
profession just as medicine, law or en- 
gineering, and it is toward that end 
that we present these demands. 


VALUE OF VOCATIONAL GUIDANCE 


It is only natural that everyone will 
not be capable of reaching this last 
stage of perfection, some because the 
mental processes are lacking, and 
others because they belong in some 
other field. It is really in the realm of 
vocational guidance to determine 
which individuals are fitted for the 
various tasks confronting us. We 
select the proper equipment for our 
offices and factories and give much 
time and attention to selecting stock 
for our dairies, and there is far more 
reason for selecting carefully the indi- 
viduals who are to enter the various 
fields of business. Each individual 
should be watched, his peculiarities 
and aptitudes noted, and then under 
the direction of a wise vocational 
counsellor his course should be deter- 
mined. We should not during the 
college years of a boy’s life find that he 
is studying advertising when his out- 
look is that of an engineer, or that we 
have an individual trying to sell who 
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would be happier and more successful 
as an accountant. 

However, it works the other way 
also. We find fine specimens—heal- 
thy, energetic, and intellectual individ- 
uals—who should be advancing in the 
field of distribution, but who have been 
forced out of school because of the eco- 
nomic condition of their family. We 
also find that many energetic types 
were not held because the curriculum 
was not adjusted to their innate wants 
and needs. These boys should have 
been saved, the way should have been 
opened for them to continue their 
studies, and wise vocational counsel- 
ling might have done it. 

A wrong choice wastes years of an 
individual’s life, the time of the teach- 
er, and the money expended, and gives 
us at best a mediocre product. Edu- 
cators have, until recently, overlooked 
this phase of education entirely, and 
even now those engaged in the work 
are in many instances entirely unfitted 
for it. Teachers with no knowledge 
of affairs outside of the class room are 
trying to tell pupils what conditions 
they will meet in this, that or the 
other field of work. It seems almost 
an absurdity and, although it is a 
step above nothing at all, we should, if 
guidance means anything, start to 
train workers and produce standards 
which will do the work effectively. 


PracticaL, FuturE-OpENING 
COURSES 


We may turn next to the individual 
subjects in the curriculum. When the 
pressure for these new subjects was 
first felt, the schools grudgingly put 
into the curriculum such courses as 
commercial arithmetic, typewriting, 
shorthand, and penmanship. They did 
not attract the students from the 
higher class of homes, for they consid- 
ered that a curriculum including such 
courses would lead their children no- 


where. They were perfectly right— 
those courses and courses like book- 
keeping, filing, and office appliance 
manipulation are nothing more than 
the tools of business, the means of 
carrying on the work to be done in the 
field of distribution. They are means 
to an end, and that is all. If they were 
properly used to give to the financially 
embarrassed student a means whereby 
he could support himself while con- 
tinuing with more worth-while subjects 
it would be all right, but this was not 
and is not their avowed purpose. 

To such courses as those named we 
could add business correspondence, 
secretarial work, a course in economic 
thrift, and one in general business 
economics which would give us courses 
from which to select during the first 
years of our training. As the work 
progressed the courses would more and 
more partake of those things pertaining 
directly to the field of distribution as: 


1. Merchandising 
2. Advertising 
3. Selling po 

4. Psychology 

5. Economics 

6. Transportation 


and courses that would produce within 
the individual the ability to express 
himself clearly and accurately in his 
native tongue both orally and in 
written work. 

There would be many other helpful 
courses to be taken during a period of 
Those that would prove to be the best 
assets, if properly taught, will be found 

. Logic and ethics 
. Business methods 
Commercial languages 
Commercial geography 
Commercial and industrial 
history 


training for the work in distribution. 
in the following list: 
Principles of finance 
Commercial law 
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Sociology 


. Political economy 

‘ 10. Civics 
11. Accounting 
13. Insurance 


Organized as distribution demands, 
a one-year course in the high schools 
would give fundamental training which, 
by the end of the second year, could 
culminate by finishing shorthand, type- 
writing, or a secretarial course. This 
is but a beginning. The third year 
would permit of some slight specializa- 
tion in subjects like advertising and 
selling. The fourth year would give 
opportunity for the study of some ex- 
ternal problems of businesslike life in- 
surance, psychology or commercial law, 
while the fifth would complete a defi- 
nite course preparatory to work in the 
distributive field of business. 

Our next consideration is the teacher 
in this field. At present more women 
are teaching in these newer courses 
than men, and the majority of the 
teachers have no business experience 
and are not graduates of our schools of 
commerce. How can we expect the 
product of this teaching to take its 
proper place in modern competition? 
For teachers in this field a general edu- 
cation is desirable, followed by inten- 
sive research and business experience 
in the field of distribution. We want 
the same intellectual ability that is 
demanded for other university teachers 
and the same keenness to be displayed 


in discovering, marshalling, and inter- 
preting significant facts. 

In this field the college should be the 
leader. It should point the way. It 
should help to write the books and to 
map out the courses that the high 
schools should follow 


Future GOAL 


Up to the present, many in the field 
of pure economics have written on 
subjects connected with distribution, 
not because they had any great interest 
in the field, but because of the theory 
involved. It has been truth apart 
from immediate and decisive action. 
This indicates that the literature in 
this newer subject needs to be written, 
filled with life values and energy incen- 
tives characteristic of the type that is 
being called to do distributive work. 

If modern distribution could but 
feel confident that the suggestions 
given were parts of plans in the process 
of formation and that education would 
take into complete consideration the 
suggestions that distribution has pro- 
posed, it feels that the aims of educa- 
tion might be nearer an accomplished 
fact and that thereby many of the prob- 
lems of distribution calling for solution 
would soon be solved. It is to be 
hoped that educators, experts, and 
business men will be called into coun- 
cil to debate and deliberate, until out of 
the discussion a new type of curriculum 
will be given form. We look forward 


to the day when a perp High 


School will evolve. ae 
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'N order to understand clearly what 
the problem is in the automobile 
business, it is necessary to know some- 
thing of its magnitude as a whole, and 
the place it occupies in the field of 
industry. 


GROWTH IN SALES AND USAGE 


In the year 1923, 4,086,997 motor 
cars and trucks were produced in this 
country at a wholesale value of $2,- 
252,396,257; exports of motor vehicles 
amounted to $189,737,018.00. The reg- 
istration of cars and trucks totaled 15,- 
092,177. There is invested in the motor 
vehicle manufacturing business capital 
of $1,571,722,411. It pays out in wages 
and salaries the great sum of $579,- 
002,686 yearly. 

When you stop to consider that this 
tremendous business has grown from 
$946,947 in 1899, the wholesale value 
of the car and truck production that 
was, to the tremendous business, as 
already given, of over two and one- 
quarter billions, is it not astounding? 
As to the future of the business, it is 
estimated by competent authority 
that 41,614,248 persons are gainfully 
employed in the United States. Ac- 
cording to the 1920 census, with 13,- 
464,000 motor car owners at the close 
of 1923, or one car to every seven 
persons, we have a fair idea of the pos- 
sibilities for the sale of motor cars in 
this country. 

Analysis by the National Bureau of 
Economic Research of persons gain- 
fully employed shows that motor car 
owners are mainly in the field of those 
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receiving over $1,500 a year. Those 
receiving under this amount are still 
unsupplied with motor transportation. 
While, of course, it cannot be assumed 
that all of the 28,150,000 gainfully 
employed non-owners of automobiles 
are prospects, yet it must be kept in 
mind that millions of them are young 
people whose incomes are on the in- 
crease. Furthermore, there is an in- 
creasing use of the automobile by 
business houses, providing additional 
market in this direction. 

One should also keep in mind the 
fact that in the year 1923 over a mil- 
lion automobiles, or, to be exact, 
1,010,526, were scrapped. This repre- 
sents only a part of the replacement. 
Replacement sales depend upon sup- 
plying the gap caused by scrapping 
motor vehicles and supplying new 
vehicles to owners who can sell their 
used cars. 


VALUATION INCREASED 


Coincident with the investment by 
the public in motor vehicles during the 
past ten years, there has been a con- 
tinual upward trend in various forms 
of savings. Assets of building and 
loan associations have tripled; life 
insurance in force is more than two 
and a half times as great; savings bank 
deposits have nearly doubled and the 
total individual bank deposits are 


more than what they were in 1913. 
Due to the low price of motor vehicles 
today, the 1923 wholesale value is but 
little higher than 1920, though produc- 
tion in terms of units is 50 per cent 
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higher. During this same period com- 

tive gains in money expended for 
residential buildings about parallel 
the increase in motor production. 

The motor car industry is the third 
largest railway shipper of manufac- 
tured articles. In 1923, 471,547,000 
automobiles were shipped in freight 
cars from automobile factories. Besides 
this, 1,142,315 machines were driven 
from plants. 

The automobile dollar buys more 
than it did in 1913. It now buys 
lll cents’ worth of automobile, 101 
cents in gasoline and 123 cents in tires. 
In most other commodities the 1923 
dollar is buying only 60 cents’ worth 
of goods. 

As an instance of how professional 
men use the automobile, the record 
shows that 144,000 doctors use motor 
cars. Facts also show that the effi- 
ciency of cars increase in direct propor- 
tion to road improvement. In the 
United States 88 per cent of all the 
motor vehicles in the world are owned 
and operated on the 2,941,274 miles of 
highway. In 1922 an expenditure 
for highways of $898,353,307 was made. 

The automobile industry today ranks 
second among commodity exports in 
this country. In the United States 
there are 43,588 motor vehicle dealers. 
There are over 90,000 established in 
retail trade. These facts give some 
idea of the widespread magnitude of 
the distributing methods of this busi- 
hess, 


~ 


000 motor trucks. There are 13,037 
consolidated rural schools of the United 
States. Of these 1,393 were established 
in 1923 and being attended by 289,000 
children, who ride to school in motor 
busses. We thus have some idea of 
the part that the automobile plays in 
the development of education through- 
out the length and the breadth of our 
land. What is a greater wealth-dis- 
tributing factor than a distribution 
of ideas through daily closer contact? 
The distribution of the motor car in 
relation to population shows that over 
30 per cent of the cars are on farms 
and in towns under a thousand people; 
20 per cent are in cities from 1,000 
to 5,000; 113 per cent are in cities — 
between 25,000 to 100,000; per 
cent are in cities from 5,000 to 25,000; | 
and 213 per cent in cities over 100,- 
000. There are employed directly 
in the automobile business 2,879,370 
persons and indirectly 226,000 per-— 
sons more—grand total, 3,105,350. 
The producer of motor vehicles has — 
the great background of what has been — 
done in the industry to assist him to_ 
a knowledge of future requirements, 
coupled, of course, with general busi- 
ness conditions throughout the country <a 
and the export field. “el 
Experiences of some large andimpor- 
tant automobile companies show that a be 
the safest and most profitable plan is 
to establish production schedules even- 
ly distributed throughout the months, © 
rather than to try to meet fully the ~ 


demand, particularly when it 
_ abnormal. The penalty of the latter 
to draw upon capacity and materials 


IMPROVEMENTS INCIDENT TO 
AUTOMOBILE INDUSTRY 


There are certain more universal 
aspects of the use of the automobile 
which should be recorded. Motor 
vehicle taxes contributed $471,548,000 
in 1923. The farmers, who represent 
the largest single group of citizens 
in our country, own and operate 
4,100,000 motor cars, besides 400,- 


beyond the normal ability to supply 
them. 
The producer naturally has to study : 
carefully what is going on inourcoun- ~~ 
try and in the world, and to interpret 
as nearly as possible in motor cars the _ 
demands of the people. An outstand- 


e 


ing example of this is that the closed eg 
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ear business has gone now to 34 per 
cent of the total production, when 


only about five years ago it was about 
one third of this, or 10 per cent. 
Modern business requirements con- 


tinually make new and uncertain de- 
mands upon the time of its people. 


This fact has a general tendency to in- 
crease appreciation of the advantages 
of living in the country away from the 
thickly populated city life. This also 
has the further advantage of spreading 


_ wealth to larger areas. 


The widespread sale of gas and oil 


and other supplies for the motor car is 
so well understood that it needs no 


comment here. Property values are 
increased, hotels established and fac- 
tories are located in places made 
available by motor cars that ordinarily 
would have been placed nearer con- 
gested places in the cities. Habits 
of saving and thrift are practised and 
the value of credit established and ap- 
preciated. The habit of sacrifices for 
creditable purposes develops character, 
for statistics show that people pay in 
installments on their cars regularly 
and very satisfactorily. 

Several other consequential wealth- 
producing factors are a result of the 
automobile. The labor banks are 
growing by leaps and bounds. Mil- 
lions of dollars are being appropriated 
for highways built after the best type 
of foreign roads. Initiative and re- 
sponsibility of character is developed 
in the driving of motor cars. We are 
all coming to appreciate the highway 
as a thing of service through the use 
of the automobile which comes in- 
timately into our everyday life. Ap- 
preciation and importance of the 
responsibility of driving the motor 
car is also on the increase. The auto- 
mobile has taken its all-important 
place alongside of other means of 
transportation by rail and water. 

— ay improvement programs are 
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being planned to give maximum service 
to the largest number of people at a 
minimum possible mileage. There is 
an increasing appreciation of the need 
of preparing engineering and admip- 
istrative organization for the building 
of satisfactory roads. True economy 
concerns the whole of the people and 
must cover the total cost of highway 
transportation. 

It has truly been said that the 
service of the nation to its people is 
measured today in terms of transporta- 
tion. The key to the economic inde- 
pendence and maximum wealth of the 
nation lies in the facilities of transpor- 
tation and communication. Where 
these are most effective the people are 
healthiest and happiest. Where na- 
tions improve their facilities of com- 
munication, there follows a rise in the 
standard of living, in the average of 
education, of health, and the economic 
status of the people. 


WIDESPREAD DEPENDENCE ON 
Morors 


In this country we no longer measure 
distances in miles, but in minutes. 
Half the nation rides to work daily 
in motor vehicles, or uses them for 
business and play. Practically all of 
us eat food brought by motor vehicles, 
wear clothes dependent at some point 
in their manufacture upon motor 
transport, and live in houses being 
built of materials hauled by motor 
truck. Railroads are turning to motor 
trucking companies for assistance in 
hauling their local and short haul 
freight. The influence of the auto- 
mobile and motor truck is pronounced. 
The farmer has in many instances 
turned away from the old system of 
producing corn, oats, wheat, and hay 
for sale. The market of these was 
a seasonable proposition. Instead, 


they are shifting to dairying and the 
raising of poultry and vegetables. New 
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business is generated by motor truck 
operations extending into fertile dairy- 
ing territory, through which service 
jis operated daily with a rail station 
on the main line of a terminal. 

That there has been a great social 
and economic evolution, resulting from 
the adoption of the motor vehicle as 
a universal means of transportation, 
is an indisputable fact. That it has 
brought changes in our methods of 
living, social intercourse, daily habits, 
and business practices and relations, 
although very often largely intangible, 
are none the less evident and certain. 
That it contributes to the happiness 
of the human race, far beyond any- 
thing that has ever been produced be- 
fore, is not capable of successful con- 
tradiction. Like the telephone, motion 


picture, radio, and many other similar 
mechanical appliances of modern life, 
the motor vehicle has become an 
integral part of the life of the individu- 
al and his family. It would be hard to 
conceive what would be the plight of 
our people if they were suddenly de- 
prived of this means of conveyance. 
The automobile itself is an expression 
of the desire for a larger and better 
outlook upon life. It breaks down the 
unfriendly barriers of the community, 
the state, and the nation through con- 
stant inter-communications. It has 
given new life to the city dweller and 
to the farmer, and today occupies its 
deserved place in the results it has 
produced in the material and spiritual 
welfare of the people of this country 
and the world. 
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T is hard to find any business men 
who will agree on what a sales quota 
_is or how it should be figured. Why is 


= this whole subject so badly muddled? 
_ Mainly because there are three differ- 


ent ‘types of quota; each type serves 
its own particular purpose. 


(1) The Ultimate Quota or Sales 

Potential. 

This is an estimate of what sales 
should be in a given territory when 
it has been developed by adequate 
advertising, sufficient salesmen, sat- 
isfactory trade connections and 
other requisites. The executive who 
sets up such a quota does not expect 


to reach it this year or next, but in 


course of time, eventually, ultimately. 
It represents an ideal, a distant ob- 
jective, a final goal, perhaps a “‘sat- 
uration point.” 


(2) The Immediate Quota or Budget 

Estimate. 

This is an estimate of what sales 
in a given territory should be in the 
near future (next year, for instance, 
next quarter, or next month). It 
takes into account not merely the ter- 
ritory’s purchasing power, but also 
the number of salesmen operating in 
it, the amount of advertising, past 
sales, present prosperity or depres- 
sion, and other qualifying factors. 


(3) The Psychological Quota or Sales- 


man’s Task. 


This is the figure which the sales 
manager assigns to a territory as the 
mark which he asks the local sales 
force to equal or exceed. It is often 
based on psychology rather than 
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ales Managers’ Quotas 


By C. N. Stone 
The Babson Statistical Organization 


statistics. That is, some managers 
believe that certain of their salesmen 
work most effectively when aiming 
at an exceedingly high mark; while 
it may stimulate other salesmen more 
to have a quota which they can sur- 
pass by a wide margin. 


1. Toe Uttmate Quota or SALEs 
POTENTIAL 


The least expensive and most satis- 
factory way to work out this quota is 
to use the actual sales record of cer- 
tain territories which are selected as a 
standard. For example, your annual 
sales in Michigan are $60,680; this is 
$16.40 per thousand population. Your 
sales in Ohio are $70,180; this is $12.10 
per thousand population. 

In Michigan you have been selling 
goods for several years. Your local 
sales force consists of a large number of 
well-trained and experienced men, 
whom you regard as among the best in 
your organization. You have persist- 
ently advertised in this state. You 
have made numerous and desirable 
trade connections. Altogether you 
have every reason to believe that in 
this state you are doing a thoroughly 
good job. 

Much the same applies to your dis- 
tribution in Ohio. Moreover, as can 
be determined from the records, your 
sales per thousand population in these 
two states are high compared with your 
other territories. 

Therefore, you decide that the per- 
formance of these territories will be 
taken as standard with respect to sales 
per thousand population. Of course 


it would be possible to use the Michi- 
gan results alone and set up $16.40 as 
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It is usually preferable, 


the 
however, not to pick the very highest 
state, but rather to take an average of 


at least two states. Averaging, there- 
fore, $16.40 and $12.10 we get a figure 
of $14.25 as the standard. To deter- 
mine the sales quota for any other state, 
simply multiply its population (in 
thousands) by $14.25. 

For example, the quota of Geor- 
gia with a population of about 2,896,- 
000 would be in round numbers about 
$41,000. 

The objection immediately arises 
that population alone is not a suitable 
basis. Michigan and Ohio, for in- 
stance, with their great industrial de- 
velopment may offer a far larger mar- 
ket for certain products than does some 
state such as North Dakota, for in- 
stance, which is mainly agricultural. 

Therefore, the next step is to con- 
sider also some factor other than popu- 
lation. For example, you can use the 
number of wage workers in the manu- 
facturing industries or the value of 
manufactured output, or the cost of 
materials used in manufacture. Fol- 
lowing the same procedure as suggested 
above, you can set up standards for 
sales per thousand wage workers, or 
sales per thousand dollars of manufac- 
tures, etc. There is almost no limit to 
the number of different factors which 
can be embodied in the quota. 

To continue the illustration, Michi- 
gan sales of $60,680 are $1.75 per $100- 
000 of manufacturing output; and Ohio 
sales of $70,180 are $1.37 per $100,000 
of manufacturing output. Averaging 
$1.75 and $1.37 gives $1.56 as the 
standard. 


Referring again to Georgia as the 


territory for which we are trying to es- 
tablish a quota: The manufacturing 
output of this state is $693,237,096; 
multiplying this (in hundred thousands) 
by our standard of $1.56 gives $10,814 
asa quota. It is evident that by ap- 


plying these various aiaiil we can 
work out a large list of quotas. Each 
of these will have reference to some par- 
ticular factor, such as population, value 
of crops, income tax returns, etc. In 
every case the quota figure will be ob- 
tained first by setting up a certain 
standard performance and then apply- 
ing this standard to the territory which 
is being evaluated, as already ex- 
plained. 

The final step is to take an average of 
the quota based on population, the 
quota based on automobile registra- 
tions, the quota based on bank depos- 
its, and all the other quotas based on as 
many other factors as you wish. This 
average may be unweighted; that is, 
each figure may be counted only once. 
Or, the average may be weighted by 
counting certain important figures 
more than once. 

For example, in the case of Georgia 
the average of the population quota 
($41,000) and the manufacturing out- 
put quota ($10,814) is $25,907. 

It is evident that this method has 
certain practical advantages. It rests 
upon the real sales record of what actu- 
ally has been done, rather than upon 
theoretical conjectures of what ought 
to be done. Second, it enables you to 
include in the quota every desired fac- 
tor capable of statistical measurement. 
Third, it is short and simple; inexpen- 
sive; readily understood by everybody 
in the organization. Fourth, all the 
figures are entirely in terms of dollars 
or some real and familiar unit rather 
than abstract index numbers. 


Tae Immepiate Quota or 
Bupcet Estimate 


Everybody in the organization may 
admit that ultimately sales in Georgia 
should be $25,907 or whatever the fig- 
ure may be. For the near future, how- 
ever, any such result may be out of the 
question. 


Georgia may be covered 
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i by only one Advertising 
a may have been started only recently. 
There may be many reasons why Geor- 
gia’s immediate quota should be much 
_ below $25,907 representing the distant 
goal. 

The quota under consideration now 
is an estimate of what sales in Georgia 
will be this coming year. We want 
this figure to be sufficiently sound to 
serve for budget-making purposes. 

The procedure is to take some figure 
as a starting point, say last year’s 
sales or the ultimate quota, or some 
other basis; then modify this accord- 
ing to current conditions. 

Among these qualifying conditions, 
there is the matter of local prosperity 
of depression. One of the best ways to 


handle this phase of the problem is 
with the aid of a graphic chart. For 
example, if you select check transac- 
tions as a good general measurement of 
a territory’s business activity, you can 
readily chart these figures monthly 
_ over a period of years. On the same 
chart can be plotted your monthly 
sales in the territory. An inspection 
of this chart will often disclose a fairly 
constant relation between the move- 
ments of local business and the cor- 
responding fluctuations in sales. 

For instance, it may be discovered 
that when business is running 10 per 
cent above the same period a year ago, 
your own sales will show an increase of 
20 per cent. On the other hand, when 
local business is running under last 
year by 15 per cent., your own sales 
will show a decline of 30 per cent. 

In other words, your own sales tend 
to swing in harmony with general busi- 
ness, but through a wider arc or greater 
amplitude. Suppose that this proves 
to be the case. You are setting up 
next year’s quota for some territory. 
Local business in general is moderately 
weak in trend. Knowing from past 
experience that such moderate weakness 


means @ pronounced drop in your own 
sales, you will take the base figure 
(last year’s sales, the ultimate quota or 
some other basis) and mark it down by 
a large amount. Or, if the trend of 
local business is moderately strong, 
you will mark up the base figure. In 
short, a chief essential in determining a 
quota for any locality is not merely to 
decide upon the trend of local business, 
but also to know from past experience 
what will be the reaction upon the sale 
of your own product. Often a simple 
chart will answer this question with 
sufficient accuracy for all practical pur- 
poses. 

Likewise the base figure can be ad- 
justed upward or downward in propor- 
tion to the local advertising appropria- 
tion, number of salesmen to be em- 
ployed, and other influences. 

It is a question whether these ad- 
justments should be made by elaborate 
and refined formulas or by “inspec- 
tion.” Since the whole procedure is 
necessarily an estimate rather than a 
precise calculation, and must contain 
at best a large element of judgment, it 
is probable that the simple methods 
are preferred. 

For instance, if you are using previ- 
ous sales as a base, these can be charted 
on ratio paper and the curve can be 
projected freehand. This sounds like 
a crude operation; but in all this work 
with sales quotas it must be remem- 
bered that many of the data themselves 
(e.g., value of building permits) are 
hardly more than approximations. 


3. Tue PsycHOLoGIcAL QuoTa OR 
SALESMAN’S TASK 


The sales manager will usually want 
to have at hand both the final quota 
and the immediate quota, and he will 
use these figures as an aid in setting up 
what we have called the psychological 
quota. In fact, some sales managers 
may prefer to assign to their territories 
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SALES MANAGERS’ Quoras 


the actual budget estimate as the sales 
task which the territory is expected to 
perform. 

There are other sales managers who 
find it better to use these statistics as a 
starting point perhaps, but will modify 
them in accordance with the tempera- 
ment of the local salesman. Doubt- 
less some salesmen put forth their best 
endeavors when driving for a mark 
which seems almost out of reach. The 
satisfaction of beating their quotas 
may be the greatest stimulus to a sales- 
man of another type. Sales managers 
have sometimes even gone so far as to 
let the salesman set his own quota, 
with the idea that a man will make es- 
pecial efforts to make good on what 
amounts to an informal pledge. 

In some instances, sales managers 
have assigned purely psychological 
quotas, having neither an ultimate nor 
immediate quota as a basis for their 
judgment. It is an exceedingly rare 
type of sales manager who has contin- 
ued success with such an arbitrary 


method. The present tendency is 
distinctly away from “subjective” 
statistics. 

CONCLUSION 


A great deal of needless misunder- 
standing and friction can be _ pre- 
vented by recognizing that in most or- 
ganizations there are three groups. 

First, there are the executive and ad- 
ministrative officers who are continu- 
ally looking several years ahead and 
planning for the long swing. For this 
group, the ultimate quota or sales po- 
tential is necessary. These men want 
to know, so far as can be foreseen, the 
logical limit of the business. 

Second, we have the group especially 


concerned with making up and enfore- 
ing a budget for the coming year. It 
is for this group that the immediate 
quota or budget estimate is especially 
useful. 

Third, we have the officers of the 
sales department, in whose equations 
the human element so largely figures. 
For this group the psychological quota 
or salesmen’s task is sometimes expe- 
dient; but the closer it clings to a sta- 
tistical basis, the greater its value. 

Instead of attempting the unneces- 
sary and almost impossible feat of per- 
suading all three groups to accept a 
single quota, there is much to be gained 
by clearly recognizing their varying re- 
quirements and by giving to each 
group a quota designed for a distinct 
and specific purpose. 

It is a matter of common observation 
and experience that in order to be most 
effective a sales quota of any kind must 
have simplicity and reality. A success- 
ful quota is one which is understood not 
merely by the statistician who compiles 
it, but by the executive who applies it, 
and the salesman to whom itis assigned. 
The most effective figures are those in 
terms of dollars, bushels, tons, or other 
real units, or percentages thereof. 
Many statisticians have already been 
cured of the “index complex”; the 
epidemic will eventually subside; and 
quotas as well as other business figures 
will become plain instead of ornate. 

The foregoing notes are taken from 
many years of contact with concerns 
that are using sales quotas. The 
writer’s experience can be epitomized 
in the observation that it is easy enough 
to devise sales quotas and that the es- 
sence of the proposition is to make 
them pay. 
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HE chain store has been one of the 

principal factors in the movement 

towards the simplification of distribu- 

tive functions. As such, it has caused 

pronounced concern among manu- 

facturers, jobbers, and retailers. It 

has been the subject of litigation, of 

recrimination, and of endless discus- 

sion. The manufacturer has hesitated 

to make full use of the chain store 

system as an outlet, because of his 

desire not to offend the members of 

a his regular distributive systems. The 

jobber has made open war upon the 

chain because it has frankly attempted 

to supplant him, and to some extent 

a gt has done so. The independent re- 

tailer has often failed to recognize the 

decisive line of division between price 

and service merchan- 
 dising. 

Every concern which ultimately 

markets its products to the consumer 

is vitally affected by the status of 

_ chain retailing; more particularly with 

the position which it will occupy in the 

future. The following pages contain a 

brief résumé of the present chain store 

_ situation in the fields of retailing where 

it has become well established. 


TRENDS OF DEVELOPMENT 
_ The most rapid growth of the chain 
store has taken place in the grocery, 
drug, five and ten, dry goods, tobacco, 
and confectionery lines. It is essential 
to understand the reasons for this: 


1. The public demand in these lines is 
well defined; is not subject to great 
fluctuation in times of business de- 
pression; and in each case there is a 
‘‘repeat market.” 


ore and Distribution 


By Watrter S. Haywarp = 
Author (with Percival White) of Chain Stores; Marketing Practice 


2. The articles handled fall mainly in 
the class of necessities, or semi-necessi- 
ties. That is, they are regarded as 
essential by a proportion of the market 
large enough to insure a steady demand. 

3- Because of the standard character 
of the stocks, and the broad demand, a 
high rate of turnover may be maintained, 
which allows the chain to make a small 
but steady margin of profit at frequent 
intervals. 

4. Buying or purchasing is standardized 
and centralized at headquarters. 

5. Since articles are of small unit 
value, and not bulky or heavy, the chain 
store is able to operate on a cash and 
carry basis—a factor of great importance 
in chain store growth. 

6. Merchandising is largely a matter of 
display and price advertising. 

7. Standardization of methods has 
made it possible to centralize manage- 
ment at headquarters and control mem- 
ber stores under managers who, while 
they may have a pecuniary interest in 
sales made by their stores, have nothing 
to say about the conducting of them. 


The application of the chain store 
idea to the retail fields which handle 
but one or two lines has been attended 
by new problems, and the outcome is 
not certain as yet: This applies to 
chains selling shoes, hats, hosiery, 
shirts, sporting goods, radio supplies, 
or millinery. It excludes the manu- 
facturer’s chain, which has its own 
problems to meet. The specialty 
chain must consider: 

(1) The greater diffusion of the 
market, making it necessary to re 
sort to advertising to obtain sufficient 
volume of sales. Shoes, hats, and ho- 
siery are not purchased so frequently 
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as groceries and other articles of daily 
need. 

(2) The necessity, in some cases, of 
operating on a service basis, thus 
bringing the chain directly into com- 
petition with the independent. 

(8) The difficulty of centralizing 
management, when the several links of 
the chain are divided by wide intervals 
of space. 

(4) The greater degree of salesman- 
ship required. The selection of a hat, 
of a pair of shoes, or of a radio set, 
requires a much higher degree of sales- 
manship than is required in the type of 
chain which sells purely by display, 
or on a definite demand from the 
customer. 


Non-Cualtn 


Finally, there are certain fields in 
which the chain has made practically 
no headway, such as hardware, jewelry, 
and perishable food products. 

The hardware field has witnessed 
several strategically planned attempts 
to inaugurate chains. Some years ago, 
the National Hardware Chain failed to 
make a success. Recently, the Win- 
chester Stores took a flying start, well- 
heralded, well-located, and well-adver- 
tised. But, like the drug store chain, 
which specializes in toilet articles, soda 
water, etc., the hardware chain finds 
that it sells little hardware, and has 
rather the character of a sporting 
goods chain. 

The jewelry field is also practically 
unoccupied by chain systems. 

In other words, in those fields where 
the stock is very large, where the turn- 
over is necessarily small, where it is 
difficult to cut prices, the chain store 
does not flourish. 

The lack of chain success in the meat 
and fruit trade would seem largely due 
to the difficulty of supplying the 
various stores in accordance with 
demand. Furthermore, local sources 
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of supply often have to be utilized and 


the uniformity of stock, which is so 
important a part of chain system, 
cannot be maintained. 


Tue Grocery Frevp 


The best view of chain store activi- 
ties may be obtained in the grocery 
field. The familiar red fronts of that 
Goliath among chains, The Great 
Atlantic and Pacific Tea Company, are 
to be seen almost from one end of the 
country to the other. Hundreds of 
smaller chains have wide local or 
sectional distribution. The independ- 
ent grocer is an enemy of the chain 
only until he has opened his second 
store. 

It is important to note to what 
extent the grocery trade has been 
taken over by the chains. Ten years 
ago the chains were confined mainly 
to congested city districts. Five years 
ago they had spread to the suburbs. 
They have now reached the small town 
and rural community. 

The grocery chain is definitely com- 
mitted to a merchandising policy which 
includes ‘‘loss leaders” and private 
brands. It is also committed, how- 
ever, to the policy of selling what the 
public demands. The chain takes the 
attitude that it is the function of the 
manufacturer to create public demand 
for his product. If he has not the 
capital nor the desire to do this, the 
chain cannot be induced to do it for 
him. The articles on the shelves of the 
grocery chain must be their own sales- 
men, and they must move, or make 
room for those that will. 

The manufacturer who sells to the 
grocery chains must perforce be a 
national advertiser. The volume of 
his sales will depend upon the success 
of his advertising policy. He must 
compete with the chain’s own private 
brands which, although unadvertised, 
are no mean rivals. They are either 
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_ chain. 
- this: All secondary considerations put 
a “aside, the chain store sells on a price 
basis; the independent grocer on a 


- 


sold at a lower unit price, or a larger 
quantity is given for the same price. 
Furthermore, the chain takes every 
precaution to see that the quality of its 


- own brands is exactly as represented. 


What the manufacturer and jobber 
are primarily interested in knowing is 
the future potentialities of the grocery 
The present trend is briefly 


service basis. Each has its own clien- 
tele. When a chain store opens in a 
new locality, it will automatically 
obtain its quota of trade, provided 
there is no other chain competition. 
The independent retailer will have to 


resign himself to seeing a certain por- 


tion of his trade leave him. 
are too many independent retailers, 


already been taken care of. 


If there 


the weaker ones will succumb. The 
grocery field, however, will only sup- 
port a certain number of stores selling 
on a price basis. In the urban and 
suburban sections, this demand has 
The 
great extension of the grocery chain at 
_ present is in the small town and rural 
ommunity. 

As in every case where there is great 
stimulation to growth, there is a ten- 
dency to go beyond the mark, with a 
consequent period of readjustment. 
Signs point to something of this sort 
occurring in the grocery chain field. 
There is a new phase of competition 
between chain and chain. It is the 
direction which this competition takes 
which should be closely watched. 
Obviously price cutting is no solution. 
Such a policy can end only in the sur- 
vival of the strongest chain, and the 
absorption of its weaker rival. 

Suppose, however, that some chain 
system announced its intention to 
operate on a service basis. “It cannot 
be done,” says the sceptic. “Once 


remove the price attraction and the 


cannot 


chain 
individual service of the independent 


survive against the 


proprietor.” This may be true, but it 
does no harm to point out that the 
chain still would have the advan- 
tages of combined purchasing power, 
of centralized management and of 
standardized retailing. 


Tue Druc CHAIN 


The situation in the drug field is by 
no means settled. To date, the large 
drug chain has been mainly a down- 
town proposition in urban centers. 

The feature of its policy has been its 
ability to merchandise articles never 
before associated with drugs. It will 
sell anything from canary birds to 
hairnets, provided there is a demand 
for them. It has departmentized its 
activities, and follows close on the heels 
of the department store in its scrutiny 
of customer habits and traits, con- 
sumer preferences, and other factors. 

Like the grocery chain, the drug 
chain cuts prices on standard articles 
for “Joss leaders.” It may have 
private brands of its own, but so many 
of the drug chains consist of a few 
stores only that this is not the general 
rule. While it is not possible to reduce 
stocks to any small number of items, 
there is a settled endeavor to avoid 
untried innovations, and to carry only 
articles for which there is an established 
demand. The turnover of the drug 
chain, for this reason, is in excess of 
that of the independent drug store. 

Like the grocery store, the true drug 
store is a neighborhood proposition. 
But the obstacles in the way of chain 
operation are greater because of the 
variety of stock necessary to carry, and 
the difficulty in maintaining adequate 
turnover without the large volume of 
trade secured only in down-town 
locations. There are, however, small 
chains which endeavor to operate drug 
stores in suburban locations, and whi 
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are moderately successful. There are 
undeniable possibilities along this line, 
but the great opportnuities present in 
the grocery field are lacking. 

The United Drug Company has 
utilized the chain idea in its extension 
of Rexall agencies. Instead of operat- 
ing the store itself, it has induced the 
proprietor to sell its brand, and assists 
him with publicity and dealer helps. 


Tue Five AND TEN CENT Store FIELD 


The five and ten cent store chains 
are among the most interesting of all. 
They have come to be All-American 
institutions, and no longer exist merely 
for the lower classes of society. Their 
tremendous selling power, based al- 
most entirely on the display of the arti- 
cle, is well worth the manufacturer’s 
careful attention. Purely as a source 
of sampling, many manufacturers of 
branded articles have found them to be 
advantageous. Other manufacturers 
have been able to dispose of surplus 
production to advantage through such 
channels. Still other companies have 
turned their entire energies to supply- 
ing the needs of the five and ten cent 
chains. 

The five and ten cent field is one 
where there is virtually no independent 
competition. It would be practically 
impossible for any organization with- 
out huge buying power and great 
volume of sales to provide the variety 
and assortment of values now obtain- 
able on the counters of the five and ten 
cent store. 

Unlike the grocery and drug chain, 
the five and ten cent store originated in 
the small town, and only spread to the 
city in the later stages of its develop- 
ment. Its extension is, however, 
limited by the necessity of a certain 
minimum population in order to sus- 
tain a stipulated volume of sales. 

The Kresge policy of raising the five 
and ten cent limit to a dollar, or the 


J 


Grant policy of selling articles at even 
a higher value, tends to bring the five 
and ten cent chains close to the dry 
goods chain. 


Tue Dry Goops CHAIN 


There are two aspects of the chain 
situation in the dry goods field. In 
the first place, there are the organiza- 
tions, like the J. C. Penney Company, 
which operate in communities of 
moderate size, which standardize 
operations, and sell from a limited 
stock of staple goods. Such chains fill 
a definite need in towns and cities 
which cannot afford to support urban 
department stores. They give the 
consumer a choice in up-to-date mer- 
chandise which the strictly local retailer 
would not, under ordinary conditions, 
be able to do. 

The greater qualities of management 
required in the dry goods field make it 
necessary to give the local manager a 
larger degree of control than in most 
other chain fields. In the case of the 
Penney stores this amounts to a one- 
third interest. 

The advantages of chain store or- 
ganization have been recognized by 
certain department store groups, in so 
far as buying and financial control is 
concerned. While not chains, in every 
sense of the word, they pool their 
resources in making purchases, and are 
thus able to realize substantial econo- 
mies. The local operations are, how- 
ever, usually carried on separately. 


Tosacco CHAINS 


The manufacture of tobacco prod- 
ucts lies mainly in the hands of a few 
large concerns. The tobacco chain 
developed and grew, much as the 
grocery chain, from a hitherto unex- 
pressed consumer need for a store 
which would provide fresh tobacco 
goods at reasonable prices. The 
United Cigar Stores was among the 
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another city proposition. 


chain systems are concerned. 


tion to the small niceties of retailing 
such as the entrance flush with the 
sidewalk, the “thank you” with every 
purchase, the psychology of the open 
door, and the lighted interior. It 
stressed the arrangement and economy 
of space so that one man operation 


could take care of a maximum number 
customers. 


It laid careful plans to 
secure the most desirable locations, 
realizing that the tobacco store, like 
the candy store, depended for practi- 
cally all its business on the passer-by. 

The present situation in the retail 
tobacco field is that in the city the 
chain store has practically supplanted 
the other retail tobacconists, while in 
the small towns and suburbs, tobacco 
is handled by the news merchant, the 
grocery store, the drug store, or per- 
haps the general store. 


Tue CONFECTIONERY FIELD 
The candy chain has hitherto been 


It is no un- 
common thing to find on the same 
block five or even six candy stores 
belonging to different chains. While 
candy is a convenience article and 
purchased, therefore, wherever the 
buyer happens to be at the moment, 
and while most candy is purchased by 
men who are notorious for buying from 
the nearest place, there is a definite 
difference in the various brands. 
Hence the efforts on the part of candy 
manufacturers to impress the public 
with the excellence of some particular 
brand. 

A great many confectionery chains 
are owned by manufacturers such as 
Huylers, Lofts, or Page & Shaw, or else 
they control their own factories, as do 
the United Retail Candy Stores. 

Since the impetus afforded by the 
inauguration of prohibition, the candy 
field has been fairly well filled so far as 
The 


 ¢ 
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candy store not only has to overcome 
competition from other candy stores, 
but also the competition of drug stores, 
news stands, groceries, and other re- 
tailers where candy is to be purchased, 


Oruer FIevps 


The chain store system which sells 
clothing, shirts, shoes, hats, stockings, 
waists, millinery, or any other line of 
wearing apparel, usually operates as 
the exclusive agency of one manufac- 
turer’s line, or else serves as the retail 
outlet of some particular manufacturer, 
While it sells articles which come under 
the classification of necessities, the 
intervals between a purchase and a 
repurchase by one individual are great 
enough to confine the existence of such 
chains to the cities. 

The Thompson chain in Chicago, 
and the Waldorf chain, with head- 
quarters in Boston, are samples of what 
aggressive merchandising tactics can 
do in the restaurant line. The Childs 
Company also shows what may be 
accomplished, even where table service 
is provided. 

There are several fields which have 
not been covered in the above survey, 
such as the sporting goods, the radio, 
and the bakery chain. The radio 
chain is one of the latest arrivals, and 
bids fair to prove successful provided 
that stock can be standardized sufli- 
ciently to insure a fair turnover. 
They present somewhat the same 
problems as do automobile supply 
stores, where there are a great many 
brands and no definite demand de- 
veloped on the part of the consumer. 


CONCLUSIONS 
As far as can be discerned at present, 
the situation in the chain store field at 
large is somewhat as follows: 
(1) The presence of the chain store 
has been accepted as an accomplished 
fact by the majority of manufacturers 


ume 
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and jobbers. There is a growing 
tendency to admit that an organization 
which does not give service is justified 
in charging at a lower rate than one 
which does give service. 

(2) The establishment of new chain 
stores has been particularly noticeable 
in small towns and rural communities. 

(3) There is evidence to show that 
in certain retail lines the chain store 
growth is approaching its peak, notably 


Cuan Store anp DistRBuTion 


in the grocery field. While there will 
always be a normal growth, based on 
increase in population, the actual 
establishment of new units cannot be 
extended much further. 

(4) The character of chain store 
activities in the future will be largely 
determined by the character of compe- 
tition between chain and chain, and 
not between the chain and any other 
agencies. 
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_ The Justification of the Chain Store in Our Present 


4. 


HE history of retail selling is a 

recital of ever-changing methods 
and conditions. Evolution is at work 
here as elsewhere. It would seem that 
as soon as men began to consider, they 
recognized the necessity for improving 
the mechanics of trading. 

Of course we have long since passed 
from that state where merchandizing 
consisted of an isolated barter between 
two people, the buyer and seller. The 
conservation of time and energy has 
made necessary the elimination of 
many superficial practices in selling. 
The Old World custom of placing an 
unreasonably high price on every 
commodity offered for sale, and then 
chromatically lowering the figure ac- 
cording to the judgment and demands 
of the buyer, proved to be too tedious 
an operation for the volume of business 
conducted in the Western World. 

In many quarters, however, the 
desire to secure excess profits was not 
abated. It became customary . for 
high prices to be asked on the basis of 
correspondingly high sounding claims 
concerning the merit of the merchan- 
dise offered. It is apparent that most 
men were in business because necessity 
compelled them to do something, and 
they, not caring to do more than was 
absolutely required of them, sought 
long profits and accepted fewer sales 
because less energy was thus exerted 
in the effort to “get along.” Not at 
all strange, then, that there should 
have come into existence the slogan of 
“Let the buyer beware!” However 
unmoral as a code, such sharp practice 


showed up some customers for the 


System of Distribution 


By E. C. Sams 


dupes they were and quickened the 
wits of others, compelling them not 
only to be able to recognize compara- 
tive values on the market, but to insist 
upon receiving full returns for all ex- 
penditures made. 

As I recount the history of selling, 
I am ever puzzled over the opposition 
which men have offered to natural law, 
I am compelled to admit that the 
unwise methods just mentioned may 
yet be found in operation with alto- 
gether too large a percentage of mer- 
chants—all of which serves to defeat 
the best interests of such operators and 
their many customers as well. Count- 
less sales devices have been employed 
in an endless effort to out-trick the 
customer at the market place. Doubt- 
lessly certain unscrupulous merchants 
will always persist in this policy of 
value-deception. But we have reason 
to believe that America has witnessed 
the high flux of such practices and that 
future years will show even greater 
development of the principle of Service 
in Selling. The Golden Rule is being 
proved practical in business. 


RIGHTEOUSNESS IN BUSINESS 


Very gradually, merchants are being 
compelled to see the futility of dis- 
honest dealing. The fact that honesty 
in the smallest sale actually pays, comes 
to them as a most wholesome reaction 
after their many unsatisfactory ex 
periences of previous years. It is to 
be regretted that scarcely two genera 
tions back, guarantees were to be 
scanned quite as carefully as were the 
goods themselves, if perchance any 
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dependence at all was to be placed in 
them. And the slogan “Satisfaction 
guaranteed or money back!” dates its 
beginning within the memory of every 
one of us. ‘Thus have we come to see 
the wisdom of forsaking the ways of 
Shylock. In almost any village in the 
land, a customer accepts the mer- 
chandise offered him on the faith of the 
average merchant’s guarantee. One 
hundred per cent of such confidence 
has not been secured, but it is well to 
note that the tendency is ever up- 
grade, with the merchant constantly 
alert to assure every customer a square 
deal and honest values. 

It is well to note that competitive 
selling has been a most vital factor 
throughout the evolution of merchan- 
dising. Meaner spirits, desiring to re- 
move the necessity for more aggressive 
selling on their part, have attempted 
by various devices to undermine the 
confidence of purchasers concerning 
goods displayed in competitive mar- 
kets. While many merchants have not 
entirely quit the practice of making 
questionable comments regarding the 
merchandise of a competitor, yet the 
reaction is wholesomely in favor of 
keeping the customer interested in 
what is being shown him by virture of 
the positive salesmanship employed. 
And a commendable riddance it is, 
too. 

In the early period, raids on store or 
home, physical injury to competing 
merchants and confiscation or partial 
destruction of stocks were resorted to 
by bolder merchants who desired to 
eliminate all competition possible. 
Sheer laziness, hatred, and jealousy 
were thus permitted to inject them- 
selves into the commercial world, all 
of which delayed the arrival of our 
present era of industry and aggressive 
selling. How strange it now seems 
that the merchants of a community 
should have considered themselves 


natural enemies of each other because 
they chanced to be engaged in the 
same kind of business. Only in recent 
years have many of these men been 
open-minded enough to greet their 
competitors when they chanced to 
meet; in fact, the idea that they might 
profit mutually through co-operation 
is the product of strictly modern 
methods of selling. What a long 
route these men have traversed in 
their thinking before they realized 
that they could afford to stop their 
petty, undermining influences as a 
part of their competitive policy. To 
their customers it must have been a 
most disgusting experience, and we are 
certain that they purchased of such 
merchants simply because they were in 
need of the merchandise which could 
be secured only through these men. 

More recently, certain carefully 
planned combinations of business were 
arranged evidently for the purpose of 
monopolizing the sales in their re- 
spective fields. It was charged by the 
public as well as by competitors that 
these interests sought first to remove 
competitive effort from the field by 
selling below actual cost of production, 
in order that inexcusably high prices 
might then be charged for these same 
commodities after the field had been 
cleaned of all effective competition. 
This policy clearly indicated cut- 
throat competition with absolutely no 
regard for the interests of the buying 
public, and the eventual adoption of a 
selling schedule which meant inex- 
cusably long profits to be exacted from 
helpless customers—a_profit-for-prof- 
it’s sake policy regardless of the values 
given the customers in exchange for 
their money. 

It was natural that some such legis- 
lation as the Sherman Anti-Trust Law 
should have given expression to the 
demand of the public for a just and 
reasonable sales protection. And it is 
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not to be wondered at that all large 
business enterprises are often looked 
upon with suspicion and not infre- 
quently subjected to unjust criticisms 
because of the selfish methods formerly 
employed by those unscrupulous in- 
terests. Indeed, I am frank to say 
that in the early days of our own 
organization it was freely predicted 
that we sought to monopolize the 
field of retail selling only to inaugurate 
a later policy of unscrupulous price 
setting and high-handed money grab- 
bing. What a pleasure we have de- 
rived from this privilege to disabuse the 
minds of such people and to show them 
that our first policy was indeed a per- 
manent basis on which we propose to 
transact business. 

However, the present generation 
witnesses a growing consciousness of 
what I am pleased to call righteousness 
in business on the part of many of our 
leading merchants. They have come 
to see that they do not profit by trying 
to prevent competitors from getting 
business nor by trying to exact long 
profits from customers; and they have 
learned to give more careful attention 
to their customers and to the type of 
service the public has a right to expect. 
Thus they are rewarded with at least 
their proportionate share of the com- 
munity’s patronage. 

These stages of development in 
merchandising are well known to all 
people. I mention them only to show 
that much of past effort as well as lack 
of effort has served to hinder the in- 


terests of the actual consumer. It 


might well be called lost motion in 
business. Indeed we scarcely realize 
yet the enormity of the transgression 
which merchants formerly perpetrated 
upon customers, openly demonstrating 
by their attitude that they thought 
very much more about the profits they 
hoped to receive than they considered 
the quality of service rendered. 


In comparison with such methods 
the modern chain store system ¢ 
retailing is indeed a far cry from th 
day when villagers depended upon th 


traveling peddler’s pack for supplying 
their common merchandise needs 
However, I am prompted to say just 
now that what I have to offer as, 
justification of the chain store as 4 
factor in our present system of dis. 
tribution shall be given from the view. 
point of the J. C. Penney Company; 
experience. I am conscious of the 
fact that there are many types d 
chain store systems in operation today 
(one estimate placing the number of 
such companies in excess of two thov- 
sand), and I am not therefore inclined 
to extend my convictions so as to cover 
all similar organizations, for I cannot’ 
know to what extent they are operating 
in accordance with universal lay. 
Many people are still prejudiced 
against multiple effort in business. In 
their thinking they are inclined to 
believe that all major business projects 
are based on the sole desire to gain 
maximum profit and to give minimum 
values in return. I am frank to admit 
that this biased thinking has been used 
in arguments opposing chain stor 
systems. I propose therefore to show: 


1. What we try to give. 
2. Our type of competition. 
3. What we hope to receive. 


SERVICE IN SALES Po.icy 


As a class, merchants are learning 
that, while honesty may be a good 
business policy, yet it alone is not 
sufficient to secure a frequent turnover 
of stock and win friends for future sales. 
They have been forced to turn to the 
copy-book maxims for safe standards 
in selling and at the same time they 
have found it advantageous to devise 
new and better methods of selling 
Salespeople are constantly reminded 


hy 


that personal interest, genuinely ex- 

rienced, must be a part of the sales- 
work. They are told that every cus- 
tomer is entitled to receive courteous 
treatment; that friendliness and per- 
sonal service invested in an immediate 
sale is but the beginning of a possible 
number of future sales. 

When our first store was opened to 
the public in 1902, Mr. Penney in- 
augurated his policy of Service in Sales 
on exactly the same basis as that on 
which we still do business. We are 
convinced that our strict observance 
of the Golden Rule has been of in- 
estimable value to our customers where 
we operate, and a never-ending source 
of satisfaction to us in our work. 

No merchant has a right to look 
upon his business solely as a source of 
profit. He depends upon his day’s 
labor as a source of income, but he has 
no reason to expect the consistent 
support of his community unless he 
reciprocates by first showing a jealous 
interest in the needs and preferences of 
that community. He must realize 
that buyers and sellers no longer exist 
in equal numbers. Those who have 
commodities for sale may live in remote 
regions; qualities and designs may 
vary; he is therefore privileged to visit 
the market in the interest of his cus- 
tomers and select for them, since they 
cannot do this for themselves. He is 
an agent for the public; self-appointed 
I grant you, but entitled only to re- 
muneration in exchange for the actual 
service rendered. 

The customer is not only alert lest 
his money be given in exchange for 
inferior merchandise, but he is ever 
desirous that his money shall be placed 
with the particular merchant who suc- 
ceeds in showing him the greatest 
value for the money spent. Thus, 
the average merchant has turned from 
the age-old policy of indifferent buying 
and unscrupulous selling, and he now 
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strives not only to be frank in his 
selling, but skillful in his buying. If 
he is farsighted, he knows that he is 
entitled to only a fair return for his 
services. And like any other honest 
worker he is willing to give personal in- 
terest and effort in exchange for every 
penny of profit which comes to him. 

Merchandising has come to be a 
highly specialized form of selling in 
which the customer’s comfort and 
viewpoint is most carefully considered. 
The merchant therefore should be paid 
for his service as an agent of the buy- 
ing public; and his success depends 
largely upon his ability to interpret the 
needs of his community in quite the 
same manner as any other representa- 
tive of a group of people focuses his 
attention upon the kind of service he 
is expected to render. Thus this 
agent has come to see that in rising 
above the profit-for-profit’s-sake policy 
and in accepting only a just return for 
each sale made, he is not only putting 
his business on a higher plane, but he is 
actually promoting the cause of effi- 
cient distribution—for which the public 
is justly grateful. 

There is another type of service 
being rendered by the chain store 
which is characteristic of multiple 
effort, namely, creative service. The 
public is always in need of many com- 
modities which are too high priced to 
be popularly available. The demand 
exists for them, and the directors of 
chain stores spend much time and en- 
ergy in the attempt to produce addi- 
tional articles of merit at cheaper 
prices through the elimination of 
inefficient methods of manufacture and 
extravagant agencies of distribution. 
Scores of such articles are now on the 
market because chain store manage- 
ment has substituted scientific meth- 
ods for previous slipshod procedure, 
and out of such creative labor the 
public is greatly benefited. 
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The preceding statements represent 
the highest standards merchandising 
has ever been placed upon. We recog- 
nize them to be wonderful theories on 
business and still more commendable 
when actually applied. It is worthy 
of note that only as a sales policy tends 
to estrange itself from these recognized 
principles does the economic reward 
show a corresponding decline. In other 
words, much of the present criticism, 
which is apparently directed against 
the bulwarks of Big Business, may be 
shown to have grown out of past 
abuses of the public confidence as 
perpetrated by selfish men. There 
need be no such criticism made of 
modern merchandising methods and, 
I am frank to say, this has been reduced 
to the minimum where a clean-cut 
sales policy is in operation. 

It is quite natural that some so- 
called “independent” merchants should 
resent the purchasing power of a chain 
store system. Has it not been ever so? 
When power machinery was first in- 
troduced in the factories in England, 
were not protests registered by every 
craftsman? He was sincere in believ- 
ing that machinery had usurped his 


place. He felt it his duty to destroy . 


all power machinery as a matter of 
self-preservation; but while many spent 
themselves with the attempt to destroy 
a new order, there were others who set 
themselves to the task of learning 
how to operate the newly invented 
devices, and they quickly discovered 
that the work was more enjoyable and 
the remuneration quite as good, in 
many cases better than under the old 
system. 

The path of progress will always be 
lined by those who, refusing to catch 
the step of the new era, declare that 
their rights have been trampled upon. 
At present, if any criticism is being 
made of the chain store system or 
distribution, it is principally on the 
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part of those who have failed to see 
the opportunity for rendering a supe- 
rior type of service in their communi- 
ties. It is significant that the cus- 
tomer multitudes have no criticism, 
They are being served! 


CauGut OverstocKep Goops 


There are many well-meaning mer- 
chants who do not know what it costs 
them to conduct their business. Of 
course they can find out after the year’s 
record is closed, but I mean that they 
have no clear-cut sales schedule by 
which they may know how to figure a 
reasonable profit on an article sold. 
It is therefore the custom for such 
men to go to the markets, select such 
merchandise as in their judgment will 
be well received by their patrons; 
eventually a price is put upon each 
article which it is thought the customer 
will pay. Frankly, if there is an error 
in the price set or, for any other reason, 
the merchant finds himself overstocked, 
he immediately resorts to a special 
sale and thus attempts to solve his 
problem. This practice is so com- 
monly accepted as a necessary step in 
merchandising that much surprise has 
been shown over our adoption of a 
no-special-sale policy. And yet noth- 
ing could be more absurd. The idea 
that an article should be sold for what 
it will bring instead of for what it is 
really worth, savors mightily of the 
auction stand and frontier days. 

For illustration, let us assume that a 
merchant has an oversupply of a cer- 
tain grade of ladies’ hosiery. He 
marked this number $1.98 when it was 
first displayed simply because he 
thought he could get that much. But 
with the passing of weeks, he becomes 
fearful lest he be caught with what is 
termed “frozen stock,” and so he 
reduces the sale price to $1.48, hoping 
thereby to offer an added inducement 
to prospective purchasers. Now if 
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the hose was really worth the first 
price charged, then his faulty judgment 
will eventually lead him into financial 
difficulties, but if he really overcharged 
the first purchasers then they have a 
genuine grievance against him and 
should be more wary when making 
future purchases in his store. In 
either event, he has displayed faulty 
judgment and poor salesmanship, and 
[am unable to see why such methods 
should still be employed save as a last 
resort to meet the demands of cred- 
itors. Surely if we were to render no 
other service than the establishment 
of the “one-price” plan, our organiza- 
tion would be fully justified for its 
existence. 


GUARDING AGAINST OVERSTOCKING 


It is well to remember that a part of 
our economic policy depends upon the 
ability of each manager to interpret the 
buying capacity of his community. 
He is expected to make a careful sur- 
vey of the needs in every staple line 
and to determine what price his cus- 
tomers are able to pay. We then go 
into the market with this information 
and, knowing just how much it will 
cost us to market our merchandise, 
we are able to figure all purchases on 
the cost-plus basis. In other words, 
when we have listed the cost of selling 
a certain number in hose as previously 
mentioned, together with a reasonable 
margin of profit for our services, we 
then know just how much value we 
may go after in the market in order to 
be able to offer a consistent value at 
$1.48 or $1.98 or whatever figure that 
particular manager designates as the 
priced article in greatest demand by 
his customers. And at all times it is 
our earnest desire to pack every sale 
with maximum value both in ma- 
terials and in workmanship. Nor 
must it be forgotten that we are con- 
stantly alert to prevent overstocking 


in any community. One of the most — 


carefully watched policies in all our 


selling is that of buying in quantities | 
If we are 


only as the sales warrant it. 
able to conduct our business without 


having money tied up in slow-moving _ 


stock, we automatically effect a saving 


for our customers, because we are ina 
position to relieve them of the interest — 


on the money which might be tied up 
in “frozen stock,” if our methods were 
less efficient. Contrast this policy, 


if you please, with the all too prevalent — 


system of unorganized purchasing 
and the get-all-you-can selling method. 
The chain store system of distribution 
has thus contributed certain efficient 


methods of selling from which millions _ 


of customers profit. 
Again, instead of finding it necessary 
to scatter our purchases of any com- 


modity such as hosiery among many ~ 


numbers, we prefer to focus on those 
few styles which are in greatest de- 


mand, and buy stock in proportion to _ 


that demand. This insures us rapid 


turnover in the numbers carried, and _ 


you must remember that this economic 


gain is turned back to the customer in 
the additional values offered, for we 
prefer to take only a fair profit on each © 


sale. Then, too, we aim always to 


co-operate with the manufacturers in _ 


contracting for their output. It is 


readily seen that if we focus on a few | 


numbers in hosiery, our sales volume is 
larger in them than if we carried a 
greater variety. 
contract with a hosiery manufacturer, 
we are in line for a large consignment 
of goods and the manufacturer, being 
able to focus his mills on fewer num- 
bers, is in a>position to sell at a lower 
price because his own overhead has 
been reduced by our type of order. 
Such a policy is highly impractical 
for the small jobber because he is 
attempting to suit the tastes and fan- 
cies of all types of merchants through- 
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out his trade territory, and he is com- 
pelled to carry a greater variety of 
numbers in every department of his 
stock. His turnover is therefore less 
rapid, and the prices he has to pay are 
higher because he cannot assist in 
bringing about the advantageous re- 
duction of the numbers to be manu- 
factured. Secretary Hoover has re- 
cently pointed out the necessity for this 
type of manufacturing revision, and 
we are already convinced that such 
procedure should be encouraged in 
every line of business. 

Thus, is a cycle of reciprocal service 
being set in motion. The greater the 
volume of sales, the greater the values 
we can offer at the same price and with 
no greater profit per sale for ourselves. 
In this way we are able to serve multi- 
tudes who need to buy economically 
and who by necessity are limited to a 
certain volume of purchases each 
calendar year. Is such a policy justi- 
fiable? 


OveRHEAD Expenses Cut 


Then, too, we have reason to believe 
that our service may be more eco- 
nomically rendered because of the 
elimination of certain middlemen such 
as the small wholesaler and jobber who 
ply their trade among long-profit and 
few sales merchants and whose earn- 
ings, as already pointed out, are neces- 
sarily added to the ultimate cost of an 
article. It is our aim to assist our 
customers in the effort to reduce the 
number of profits existing between 
raw materials and finished product. 
We make no more on such a sale than 
if we were following the old methods, 
but the customer profits, and he is 
therefore entitled to such an improve- 
ment in the mechanics of merchan- 
dising. 

Of course, we are able to render a 
distinct saving to our customers by 
our policy of buying and selling for 
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cash. We often are able to secure 
worth-while discounts in our purchases 
which are passed on to the customers 
who in good faith pay cash to us for 
all purchases made. It is here that 
our purchasing power on a cash basis 
is of greater value, for we have safe- 
guarded the interests of our customers 
by shutting out the possibility of all 
bad accounts and thus reducing an 
unnecessary overhead. In fact there 
is great need for the adoption of a 
cash policy in practically all lines of 
business. Such procedure is not only 
conservative, but it is productive of 
thrift and economic safety on the part 
of the buying public, as we have already 
demonstrated among our many cus- 
tomers. 

Again, the cost of transportation is 
reduced to the minimum through the 
direction of our shipping by our Traffic 
Department. All our sectional con- 
signments are delivered by through- 
freight, and of course at lowest possible 
rates. From such distributing points 
we then have a few short hauls to the 
various stores in each section. Here 
again, we might indifferently feel that 
transporation costs, whatever they 
amount to, are to be added to the price 
of the article. But when we can 
secure lower transportation costs, is 
it quite fair to the customers to fail so 
to do? Does not such service justify 
the type of distribution being rendered 
by the chain store? 


COMPETITION WITH INDEPENDENT 
MERCHANT 


To be sure, the foregoing facts 
provide keen competition for independ- 
ent merchants who have a small vol- 
ume of business and therefore limited 
buying power. But it is most interest- 
ing to note that progressive merchants 
everywhere welcome competition how- 
ever keen it may be, so long as it is 
honorable and “above board.” With 
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surprising acumen these independent 
operators search the markets, find 
values and styles peculiarly well 
adapted to their particular trade 
needs, and thus they are ever vying 
with us in the development of trade 
methods. Is not this a situation from 
which customers will continue to 
profit? —The market is open—wide 
open, and the business of selling is 
reverted from shrewd misdealing to 
that of competitive service. 

Out of such situations there are in- 
variably secured new plans for selling 
on the part of both chain store and 
independent merchant. I believe we 
have as yet scarcely tapped the re- 
sources of salesmanship and service 
to the public. And very few superior 
methods will become operative except 
as new situations arise which compel 
men to discover these principles and 
put them into operation. Therefore, if 
the chain store system can be said to 
provide a keener type of competition, 
fairly and honorably, it is my convic- 
tion that humanity at large will profit 
thereby. 

The question has sometimes been 
put to me, “Did you ever put a com- 
petitor out of business?” This tells 
me very plainly that prejudice still 
exists against multiple effort in any 
given direction. Let me emphasize a 
statement made in another portion 
of this article—public opinion will not 
long permit multiple effort to derive 
profit for profit’s sake and without 
giving just compensation in return. 
Now I am not personally informed 
regarding the causes which have forced 
merchants out of business in towns 
where our stores are in operation. 
Anyone who knows the merchandising 
field readily appreciates the fact that 
there are many so-called merchants 
who do not merit success. They are 
alert in neither their buying nor their 
selling. They belong to that obsolete 


group known as storekeepers. ‘Surely 
it is not reasonable to assume that the 
law of “live and let live” should be so 


twisted as to apply to those who by A 


their own choice are neither alert, 


systematic nor accurate in business and 


so are unwilling to render the high 
type of service now required by the 
public. I am frank to say that I do 
not consider our existence as the vital 
factor in the failure of such men. 


They, by their own inertia, put them- __ 


selves out of business! The proverb 
that refers to time and tide is ever 
operative and is in reality the mecha- 
nism by which such men are left be- 
hind. There is no justification in the 


claim that yesterday’s methods should  _ 


be employed in caring for today’s 
business. Nor can anyone expect 
present standards to carry over into the 
greater tomorrow. Even as there is 
without question a universal need for 
the very type of service which the 
chain store now renders, so we in 
turn would have no reason for com- 
plaint if we were to attempt to main- 
tain the present type of service through 
future eras without change or improve- 
ment, unresponsive to the changing 
needs which will come, and thus find 
ourselves dislodged as servants of the 
public. 

The challenge of chain store methods 
has come from the type of dealer who 
prefers not to inaugurate greater effort 
on hisown part. The more progressive 
merchant has already recognized the 
new era of service which is expected 
of him and he is qualifying in a fine 
way. Ido not believe any chain store 
organization can possibly defeat the 
best interests of an alert competing 
merchant anywhere. If he is really 
interested in his community and in his 
work, he will inevitably fill a niche in 
the town from which no honorable 
competition can dislodge him, for mer- 
chandising, as I have previously stated, 
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is being more universally founded on a 
mutual confidence between buyer and 
seller. By virtue of his personal likes 
and dislikes he will establish a following 
among his customers who are like- 
minded. All of which demonstrates 
quite clearly that the present-day 
merchant is but an agent of the buying 
public and his success depends upon 
his ability to anticipate their needs and 
to provide the kind of goods desired and 
on an equitable basis. 

Our Company’s growth has been 
along lines so apparently reasonable 
that it is not easy for me to think of 
any justification being required for our 
existence. Our present development 
from a single store to five hundred 
seventy-one stores in twenty-two years’ 
time, attests the adoption of certain 
efficient methods in buying and selling 
to which we feel the public is entitled 
and which methods are certainly avail- 
able to all who care to employ them. 
I am not prepared to say that the 
future will witness the adoption of the 
chain store idea in all lines of selling. 
At present, however, there is a tend- 
ency on the part of certain retailers to 
unite for the purpose of reducing costs 
of operation and for studying the fac- 
tors of successful selling. It is impos- 
sible to predict the extent of this 
movement in future years. 


A ror Betrer Work 


In brief, I have attempted to outline 
a policy of merchandising in which our 
many associates have co-operated re- 
markably well. We have not desired 
profit for profit’s sake. Man-power 
capable of executing our character- 
building program is our highest asset. 
When we have urged every manager to 
go into his community and become an 
integral part of it, we have had in mind 
only the sincere desire to see him carry 
on the life of usefulness which we feel 


Tue ANNALS OF THE 


AMERICAN ACADEMY 


to his community. We believe that 
every public servant owes this to the 
group upon which he is dependent for 
his livelihood. He is our representa- 
tive and co-worker there and we are 
solicitous that he shall safeguard the 
best interests of the community in 
which we pay our proportionate share 
of taxes. This type of manager is not 
merely an ideal—he is today a requisite 
part of our organization, and we shall 
build through future years only as we 
are able to recruit and train this kind 
of men for our managerships. 

It was the cherished dream of our 
Company’s founder that he alone 
should not profit from the labor of his 
co-workers. Early in the growth of 
the organization he offered a partner- 
ship opportunity to the manager of 
each store and urged them to establish 
themselves in their respective com- 
munities, to build with and for the 
trade territory—in short, to make a 
permanent home there. Thus each 
J. C. Penney store is virtually a local 
institution, with the manager profiting 
from the reward of his own labor 
exactly as does any other merchant, 
and if satisfied so to do, he is privileged 
to retain his residence there for the 
balance of his life. 

He is urged to employ local sales- 
people. To train them according to 
the principles found expedient by our 
Company—the supreme object being 
to make every J. C. Penney store not 
only a local institution but a home- 
purchasing center by virtue of the 
high quality of values offered and of 
the service rendered. 

To summarize, then, we aim: 

(1) To establish selling on a strictly 
honorable basis, uniform in the 
standard of service available at ev- 
ery store. The Golden Rule is the 
only standard acceptable with us. 
Every customer is entitled to cour- 


teous treatment, efficient service, 
maximum values, and in fact every 
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advantage which the scientific study 
of our business will permit. 


(2) To maintain a community survey 


whereby we shall be alert to com- 
munity preferences and capacities in 
buying. As stewards of the buying 
public it is our business to safe- 
d their interests. Thus is the 
overhead charge kept at a minimum 
) To charge only a reasonable profit 
* each sale. Thus we give the 
customer the advantage of our ex- 
perience in buying and selling. He 
repays us not only by giving us his 
continued and substantial patron- 
age, but by sending additional cus- 
tomers to us. There is a unique 
satisfaction in this method of selling. 


(4) To work for the upbuilding of 


every community in which we are 
represented. We urge that our 
managers must prove themselves 
to be as worthy in citizenship as they 
arein business. They are in reality 
partners in our organization, and 
when we pay taxes in the community 
we wish to see personal effort em- 
ployed to justify the investment 
made. 


(5) To employ local salespeople when- 


ever possible. However, they must 
measure up to the high standards 
we have already found advisable. 
We pay good salaries, always equal 
those paid by other merchants and, 
in addition, a bonus is paid the 
women, with a possible manager- 
partnership as the reward for the 
men who qualify with us. 


(6) Constantly to seek improved meth- 


ods of selling, more expert buying, 
to standardize all proved methods 
by means of educational bulletins, 
house organ and a training course 
provided for all employes. We try 
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to instill into every salesperson the _ 
desire not only to sell but toserve. 


We insist that he shall be more than 


an average clerk. That he shall 
carefully consider the customer’s 


interests. To this end we endeavor 


constantly to improve the standards 


of service and to maintain it uni- 


formly good in all stores. Our 


Business Training Course of seven- 


teen lessons (free to all associates) _ - 


thus produces a concerted effort in 
all communities where we operate. 


and they who respond are bound 
derive lasting satisfaction in the knowl- “es 
edge of such s service rendered. ; 


have served to whet the willingness of 
their own managers and of competitors 
to be of greater service to their cus-— 
tomers, to the extent that they have __ 
evolved improved methods of dis-— 
tribution and, in the process, have 
shown a willingness to live and let live, - 
the justification of their existence in 
the plan of distribution stands on its 
own merits already approved by the 
customers who have profited thereby. 


To establish 


Has the system justified itself? Io 
have a vision of tens of thousands a 74 
customers from city and countryside 
who needed and merited the returns of 
greater accuracy in buying and a finer 
conscience in selling. 
a greater confidence within them, and 
at the same time to render their limited | 
purchasing power procreative of addi- — 
tional comforts and better values is the _ 
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By Hersert W. Hess 


Written from information secured from C. M. Wessels, President of the C. M. Wessels Company, 
Experts on the Distribution of Food Products 


HE significant factor of large 

business is its capacity to organize 
in relation to changing times and con- 
ditions. Department stores and the 
chain system are succeeding because 
they use both capital and intelligence 
to bring customers into their stores. 
They continue to exist and to expand 
because of the character of the service 
they render, the quality of the goods, 
or on account of prices which people be- 
lieve to be low. The secret of growth, 
then, is the capacity to so organize as 
to take care of constantly increasing 
consumer demand. 

The present system of selling grocer- 
ies is mainly through the small re- 
tailer. The majority are not mer- 
chants in the sense of being successful 
merchandisers or progressive execu- 
tives. Most of them live up to the 
manufacturer's salesman’s argument 
that a demand has been created 
through national advertising so that 
consumer purchase is upon request 
rather than through salesmanship. 
Moreover, the average retail clerk is ex- 
pected to perform so many duties that 
he frequently loses interest in prospec- 
tive customers, or he has become so 
well acquainted with the purchasing 
habits of his customer that he is a 
mere automaton handing over the 
goods asked for. 

The manufacturer has been true to 
the principle of larger organization by 
advertising his product nationally. In 
doing so he has hoped to reach the 
largest number of people in the most 
effective way at the lowest cost. 

It was with the conviction that the 
grocers of the state of Pennsylvania 


were not a well-organized part of the 
manufacturer’s plan for efficient and 
maximum distribution that the “Co- 
operators” were organized. It was 
recognized that the average grocer is 
not capable of being an executive, an 
advertising man and a salesman at one 
time. At present the “Cooperators” 
consists of one hundred grocers whose 
stores are situated in the best residen- 
tial sections of Philadelphia, Camden, 
and suburbs. 

All merchants’ associations are made 
up of competitors which makes ideal 
co-operation impossible. The “Co- 
operators” are non-competitive, each 
store being widely separated from the 
other. Between them they sell over 
$5,000,000 worth of goods a year. 

The significant results of this kind of 
co-operation are many. First, there 
are the educational advantages. Mem- 
bers of this organization have their 
own clubrooms. Meetings are held 
regularly on the second Tuesdays of 
each month, because of the necessity 
as well as the importance of utilizing 
the intelligence of the grocer himself as 
a part of the manufacturer's selling 
organization. 

This plan also appreciates the fact 
that it is only through the retailer that 
the manufacturer comes in actual con- 
tact with the consumer; it is through 
the retailer that the manufacturer 
collects his money. Moreover, grocers 
are not independent—they are de- 
pendent upon the manufacturer. The 
average individual grocer lacks the 
discipline and insight which co-opera- 
tive organization develops. In their 
meetings the “Cooperators” trade 
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How Co-operRaTION Works 
information regarding their successes 
as well as their failures. 

As the members are non-competitive, 
they discuss their individual affairs 
freely. Should ‘t transpire that manu- 
facturers are shown to vary in price on 
the same article, this fact comes out 
with the result that the minimum price 
is quoted to all the next day. 

The manufacturers whose goods the 
“Cooperators’’ are handling are in- 
vited to come before them to discuss 
the merits of the goods in question. 
This enables each member to talk more 
intelligently to the consumer. Sales 
have perceptibly increased as a result. 

One of the features of this organiza- 
tion is that it has power of supervision 
over its members. If a grocer does not 
live up to the conditions of the agree- 
ment, a competitor takes his place. 
Further, this movement is entirely 
constructive in its effort to get at more 
efficient methods of distribution. 
When evidence of a lack of co-operation 
upon the part of any retailer is shown, 
he is called to account. If he shows 
hesitancy to live up to his agreement, 
his resignation is asked. 

Window dressing is recognized as one 
of the most valuable advertising medi- 
ums in connection with the grocery 
business. The average small grocer 
lacks the ability as well as the time to 
do this well. He lacks the equipment 
and the talent to present his goods in 
the most attractive and business pro- 
ducing manner. Moreover, most re- 
tailers lack a knowledge of the princi- 
ples which make advertising display 
appealing. The window of each “Co- 
operator” is studied in relation to max- 
imum attention value as to space, 
lighting, and color. Expert window 


dressers are a part of the working staff 
of the “‘Cooperators.”” Equipped with 
automobiles they go from store to store, 
maintaining displays in each store 
clean and in keeping with the season. 


IN THE Grocery BUSINESS 


Competent professional sign writers 
are constantly at work bringing dead 
stock to life through these silent sales- 
men. 

The consumer point of view is not 
neglected. A weekly newspaper is 
delivered regularly to the customers 
of the “Cooperators.”” This paper 
contains Household Hints, Recipes, 
etc. 

An information bureau sends bulle- 
tins to the “‘Cooperators,” giving them 
information on food conservation, keep- 
ing them informed on market condi- 
tions, prices, etc. Where this informa- 
tion requires immediate dissemination, 
the telephone is used. 


SERVICE DEPARTMENT 
An efficiency man is maintained 
whose duty it is to show the “‘Coopera- 
tors” how to price their goods, how to 
estimate profit and how to arrange 
their stores in keeping with proper 
advertising and display principles. 
If a “Cooperator” breaks down with 
a load of goods from the wharf to his 
store, the Service Department is quick 
to respond with the necessary equip- 
ment. The Service Department buys 
tickets and materials often in 100,000 
lots at a saving of from 50 per cent to as 
high as 75 per cent. The files of this 
department give information covering 
fixture and equipment or stock that any 
“‘Cooperator” has to sell. It likewise 
contains the names of “‘Cooperators” 
who wish to purchase. 


ExcHANGE BuREAU 


At frequent intervals each “Cooper- 
ator” mails to the office a list of goods 
which he has found slow sellers or un- 
salable in his neighborhood. Com- 
plete information about quantity, con- 
dition, and price of these goods is in 
turn sent to all “Cooperators.” The 
result is an immediate exchange of 
goods which are unsalable in one ter- 
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ritory to a territory where they are 
likely to sell quickly. “‘Cooperators”’ 
are not permitted to carry dead stock. 
They have been taught to increase 
their profits by increasing their turn- 
overs. 

The economic consequences of this 
kind of service to the retailer are three- 
fold: first, it permits him to render 
greater satisfaction to the consumer; 
second, it teaches him to be analytical 
in his own buying; third, it creates a 
better store atmosphere where goods 
are fresh and timely. 


Tue ORGANIZATION OF RETAIL 


CLERKS 


Manufacturers are beginning to real- 
ize that, whereas tremendous amounts 
of money are being spent to advertise 
their various brands, comparatively 
little effort is being made to educate 
that large body of people who actually 
contact the customer and who finally 
make the sale. Moreover, a realiza- 
tion of the average clerk’s inability to 
appreciate the important place he holds 
in the present chain of distribution 
makes him an order taker instead of a 
salesman. So it is beginning to be 
recognized that much effective adver- 
tising is discounted because the clerk 
has not been trained to appreciate the 
merits of the goods he handles nor his 
own ultimate place in the scheme of 
distribution. 

The “Cooperators” quickly agreed 
that the importance of enlisting the 
interest of their clerks could be ac- 
complished through an organization. 
It was found advisable to establish 
incentives to get them together at their 
meetings. Prizes were given each 
month for attendance. 

At these meetings instruction is 
given in methods of selling. Goods 
are analyzed to afford talking points. 
An additional incentive is added by 
means of prizes given each month for 
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the sale of goods entered in the “Co. 
operator” plan. 

The effect of social contact and in. 
struction analytically presented has 
been to raise the morale of the clerk and 
at the same time instil into his mind his 
relative importance to the grocery busi- 
ness. For the first time most of them 
began to have respect for their own 
business. The increase in turnover has 
been marked. 

The “Cooperators”’ are controlled in 
their organization through a president 
who, in this instance, is the organizer 
himself. There is a contractural re- 
lationship which binds the group in its 
effort to co-operate with the president | 
for mutual profit. The agreement 
signed by the various members indi- 
cates the economic philosophy back of 
the organization. Terms for member- 
ship are as follows: 


1. I agree in every reasonable, possible 
way to promote the interests of all the 
members of the “‘Cooperators,” and they 
in turn all agree to promote mine. I am 
glad to agree to do this, because it means 
that I shall have 100 non-competitive mer- 
chants trying to help me in return for the 
help I individually give them. 

2. I agree, whenever I receive any infor- 
mation from any source which helps or is 
likely in the future to help my business, to 
send particulars to the ‘Cooperators’” 
Headquarters, in order that the information 
may be disseminated to the other members 
of the organization. The other members 
in turn agree to do exactly the same thing. 
I am glad to agree to do this, because again 
I am getting the assistance of 100 people in 
return for whatever help I am able to give 
them. 

3. I agree to receive the representatives 
of the manufacturers identified with the 
“‘Cooperators” courteously, and in case I do 
not carry their goods, to give them an order 
—the size of the order to be dependent en- 
tirely on my judgment. I do this with the 
distinct understanding that any goods 
which I purchase to cover the condition of 
this clause in this agreement will be taken off 
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my hands by the “Cooperators” at the full 
purchase price, plus 6 per cent on my invest- 
ment, at any time I may make the request. 

4. As the regular and continuous pub- 
lication of a newspaper is the most impor- 
tant feature of this organization, in that the 
money to pay for the service rendered the 
merchants must come from the advertising 
it carries, I agree to supply copy regularly 
for each issue and to distribute—not throw 
on porches or in yards or at front doors— 
but put into the hands of my customers and 
prospective customers, at least 500 copies of 
each issue. It is further understood that 
the maximum number of copies to which I 
am entitled is to be left to the judgment of 
the “Cooperators.” 

I agree to have my copy for the back page 
of this newspaper—* The ‘Cooperator’”— 
in the hands of the “Cooperators” not 
later than Monday morning preceding date 
of issue, at 9 o'clock, it being understood 
that I am to be furnished with a blank page 
proof sheet for this purpose. I further 
agree to pay $1.00 per hour for every hour 
I am late in getting my copy in. This 
condition is incorporated in this agreement 
because this is the sum the printers charge 
the “Cooperators” when their work is held 
up through copy being late. 

5. I agree to attend the meetings of the 
“Cooperators” on the second Tuesday of 
each month unless prevented by sickness, 
death or other unavoidable reason, realiz- 
ing that the success of this movement is 
very largely dependent upon the regular 
and constant personal association between 
those interested. 

6. I agree, wherever I have an unsatis- 
factory experience with a “representative” 
of any of the Manufacturer Co-operators, to 
promptly give full particulars to the Secre- 
tary of the ““Cooperators.”” The object of 
this condition is to protect the Merchant 
“Cooperators”’ against anything objection- 
able upon the part of a Manufacturer “‘Co- 
operator.” 

7. I agree to make space for any of the 
Manufacturer “‘Cooperators’” products in 
one of my windows whenever requested to 
do so, it being understood that any com- 
petitive goods I may handle will NOT be 
displayed in my windows. 

8. Lhereby give the Secretary of the “Co- 
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operators” the right to censor the copy I 
prepare for the newspaper to the extent — 
that he is authorized to eliminate anything © 
which appears in my copy which is caleu- 
lated to work against the interests of the — 3 Sfp 
organization. A 

I agree to the conditions stipulated above 
with the following understanding, that the ne 
“*Cooperators”’ agree: 

1. To maintain a thoroughly equipped 
Office and Office Force,aClubroom withthe 
necessary equipment and help for the benefit _ ; 
of the “ Cooperators’ *—at no expense to me. 

2. To supply me with a professional — 
Window Dresser at any time I may require 
his services, and give sufficient notice to 
enable him to so arrange his time as to keep S J 
his engagement with me—at no expense to | pe} q 
me. 

3. To supply me with a Newspaper 
which is to carry my advertising on the back 2; 
page, every other week, and as soon as the 
organization is financially able to do so, — 
every week—at no expense to me. 

4. The “Cooperators” agree tohelp me _ 
in any way that lies in their power in the — 
preparation of any form of advertising, — 
circular work, letters or anything of a simi- - 
lar character, which I may wish to do—at 
no expense to me. 

5. The “Cooperators” agree to furnish __ 
me with Cardboard Signs of any descrip- 
tion which I may require for my business 
in any reasonable number. This doesn’t 
mean signs only for the goods of the Manu- | 
facturer “‘Cooperators,” but also such 
signs as, “This store will be closed on 
Wednesday afternoons,” or signs to ex- — 
ploit any goods I may handle which do not | 
compete with any Manufacturer “ Coopera- 
tors’” products—at no expense to me. 

6. The “Cooperators” agree that any 
information which comes to them from any 
source which they believe will prove inter- 
esting or beneficial to me will be forwarded 
to me by telephone, or mail—at no expense 
to me. 


Wauat Tuis MEANS TO THE 
MANUFACTURER 


If a manufacturer wishes to take | 
advantage of the “Cooperators,” he is _ 
recognized as a “Cooperating Manu- a 
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facturer.”” He must, however, adhere 
to certain stipulations. He is asked to 
pay one dollar a week per store or one 
hundred dollars for one hundred stores. 
If he wishes his sales and displays to be 
handled by the “Cooperators” he is 
charged two hundred dollars a month. 
In return, the manufacturer gets: 

First, the consent of one hundred 
grocers to place his goods on their 
shelves. 

Second, goods will be put in the win- 
dows without competitor’s goods. 

Third, the “‘Cooperators” will insert 
an advertisement for the manufac- 
turer. Not only will he advertise in 
their papers and will not run competi- 
tive advertisements, but he will guar- 
antee their quality and agree to refund 
the money on any article which does 
not give satisfaction. 

Fourth, clerks of the “‘Cooperators” 
will be trained to sell these particular 
goods and are paid extra for so doing. 
Girls on the telephones are trained to 
mention these goods and are paid extra 
for so doing. 

Fifth, demonstrations of the goods 
will be granted upon request. 

The spirit of co-operation is here 
evidenced between manufacturer, the 
retailer, and the clerk. But, more 
significant still, for the first time in the 
history of salesmanship, the salesman 
finds himself welcome in the store of 
every “Cooperator.”” 


Tue Far-Reacuine EFFect or 
CO-OPERATION FOR THE 
MANUFACTURER 


The influence of the “Cooperators” 
is not confined to their own selling 
ability. The newspaper is sent not 
only to their own customers but also to 
their competitor’s customers. The re- 
sult is that the competitor’s customers 
begin to ask for the “Cooperators’”’ 
goods. To be able to fill the orders 
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they must do one of two things: Either 
buy them from a “Cooperator” and 
pay the retail price, or stock them, 
The result to the manufacturer js 
general demand and more general dis. 
tribution. 

The effect of a scientific approach to 
the problem of one hundred grocers has 
been threefold: 


1. To instil the owner with a sense of 
social responsibility in the con- 
duct of his business. 

2. To render such expert advice and 
practical assistance as will en- 
able him to keep his business 
at maximum efficiency. 

3. To sell cleaner and better goods 
to the ultimate consumer. 


Distribution is partly a question of 
leadership. Goods do not sell them- 
selves. They are sold as a result of an 
educational process howsoever humble 
the effort might seem. Our present 
system of distribution is subject to 
criticism due to a lack of administrative 
leadership to inspire those struggling 
up from below to appreciate their possi- 
bilities for more effective selling. 

The “Cooperators” simply exem- 
plify the principle of reciprocal gain 
based on an appreciation of loyal group 
action. It is the actual growth of the 
individual himself which depends upon 
his capacity to adjust himself to the op- 
portunities which co-operation can of- 
ten effectively make possible. Wealth 
is thus created through co-operative 
leadership, and encourages as well as 
makes practical the economic strivings 
of those who would otherwise either 
fail or remain at a low level of efficiency. 
The co-operative principle has herein 
exemplified wealth-creative possibili- 
ties in the field of distribution for those 
who have the capacity to appreciate 
the merits of group loyalty and co-oper- 
ation under wise leadership. 
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Foreign Trade and Increased National Wealth cn 


By Harry T. 
Professor of Economics, University of Pennsylvania 


4) 


OREIGN trade is, and has been, 
necessary to the welfare and prog- 
ress of the United States. Until recent 
years, however, it has been the subject 
of comparatively little thought or inter- 
est. With exports consisting largely of 
foodstuffs and raw materials urgently 
needed by foreign nations, we knew 
nothing of real competition abroad. 
Receiving as part of the return for 
these exports the so-called invisible 
items of foreign trade—services of a 
merchant marine, of banks or insurance 
companies, services to our tourists 
abroad, satisfaction of interest pay- 
ments on foreign loans or immigrant 
remittances—it was never brought 
home to us as a people that “imports 
pay for exports.” 

Foreign trade, therefore, in the popu- 
lar mind and even among business men 
came to mean exporting American 
products for which we received cash, 
often before the commodities left our 
shores. The importation of foreign 
goods was regarded as an unmitigated 
evil, to be confined within strictest 
limits since it “took our money 
abroad” and “robbed American labor- 
ers of their jobs.” Any gain on the 
part of foreigners in selling goods to us 
must of necessity be so much loss to 
the purchaser here: so ran the popular 
argument. 

The international phase of American 
business, however, has recently taken 
on a new significance. We have come 
to see our need of international trade 
as an integral part of our fullest eco- 
nomic development, and the discussion 
of the last ten years has clarified and 
corrected many | misleading popular 
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notions. This much is now clear—we 
have changed from a nation exporting 
chiefly foodstuffs and raw materials— 
which foreigners must have from us— 


to a nation needing some foodstuffs i. on 


and much raw material, and exporting 
manufactured goods which must com- 
pete for a market. Then, too, our 
domestic market of over 100,000,000 
people no longer absorbs all the output 
of our productive machinery. In the 
past, development of domestic busi- 
ness took all our attention and capital, 
and foreigners took our available ex- 
ports; at present our internal economic 
development has ceased to demand all 
our energy or money, and we can man- 
ufacture more than we need at home. 
This leads inevitably to one conclusion 
—foreign trade is, as never before, a 
factor in increasing our national wealth. 
With this as a thesis this paper will 
endeavor to point out: 
(1) The importance of foreign trade 
to our business development. 
(2) How foreign trade increases our 
national wealth. 
(3) The future of foreign trade in our 
economic development. 


U. S. Domestic MARKET 


The determination of the exact im- 
portance to a nation of its exchange of 
goods and services with other countries 
is by no means an easy task. Many of 
the advantages of international com- 
merce are not amenable to statistical 
measurement. Even the determina- 
tion of the exact relative proportions of 
our domestic and foreign business is 
difficult, since variations in the possible 
meanings of the word “business” mili- 
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tate against accurate generalizations. 
If the sum of our yearly exports and 
imports (in values) constitutes our 
foreign business, then we can easily 
obtain this figure. But how shall we 
compare this with our domestic busi- 
ness? Values for our imports are based 
(except for coal tar products) on prices 
abroad which are not comparable with 
prices in the United States until proper 
adjustment has been made for differ- 
ences in price levels. But what is to 
constitute domestic business? Is it 
measured by the total volume of money 
transactions, including strictly finan- 
cial transactions as well as payments 
for. commodities and services? Or 
should commodities only be included? 
If so, does each sale and resale continue 
to swell the total? Are not exports 
first counted as part of our domestic 
business and imports also when finally 
disposed of to the ultimate consumer? 
The raising of these questions shows 
the complexity of the computation. A 
careful estimate (New York Times 
Annalist, Jan. 17, 1916) maintains that 
our foreign trade for 1915 was less than 
one per cent of our total trade, while 
another estimate (B. M. Anderson, Jr. 
—The Value of Money, pp. 267-278) 
concludes that our foreign trade in that 
same year was 16.4 per cent as large as 
the domestic trade. Different bases 
were used. 

It is scarcely conceivable that we 
shall ever seek abroad the chief mar- 
kets for our products. For decades to 
come our domestic market will prob- 
ably demand three-quarters or more of 
all we can produce, at prices satisfac- 
tory to the producer. Foreign trade 
does not and never will have for us the 
importance which it has in the business 
life of the Netherlands, Belgium, Swit- 
zerland, Denmark, the United King- 
dom, or of many of the Latin-American 
countries. As the following table 


shows, the United States stood twenty- 
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second in a list of countries ranked ac. 
cording to the per capita value of their 
foreign trade in a reasonably normal 
year (1913). 


ANNUAL ForeEIGN TrapeE Per Capita 
(Values in dollars for the year 1913) 


Total 

2. Belgium........ 221.47 

38. New Zealand....... 191.26 

4. Switzerland.......... 168 . 26 

149.39 

139.82 

8. United Kingdom.......... 125.20 

13. Union South Africa........ 84.44 
76.48 
74.98 
74.2 
18. Dutch West Indies. 63 .37 
United States............. 42.60 


Since such figures are obtained by 
totaling export and import values and 
dividing by the number of inhabi- 
tants in the country, it is evident 
that sparsely settled countries which 
must buy their manufactured products 
abroad and pay for them with exported 
foodstuffs or raw materials will stand 
high in the list. Likewise industrially 
advanced nations with comparatively 
small areas must rely upon imports of 
foodstuffs and raw materials and export 
finished commodities to maintain 4 
high scale of living and continue their 
economic development. In either case 
the per capita value of the foreign 
trade will be comparatively high. 

But the overwhelming importance of 
the domestic market in the United 
States by no means implies that the 
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foreign market is negligible. Our trade 
with other nations at its peak in 1920 
reached nearly thirteen and one half 
billions of dollars and last year totaled 
nearly eight billions as is shown by the 
following table. 


Tue Forercn Commerce oF THE UNITED 
STATES 


(In millions of dollars) 


Year* Exports | Imports 
$71 $91 $162 
rae 67 85 152 
aaa 70 74 144 
72 63 135 
a 124 94 218 
144 173 317 
393 436 829 
ne 836 668 1,504 
a 858 789 1,647 
re 1,394 850 2,244 
1,745 1,557 3,302 
8,109 5,238 18,347 
Sar 4,485 2,509 6,994 
3,832 3,113 6,945 
a 4,168 8,792 7,960 

* (Department of Commerce.) Fiscal year 


up to and including 1920; from 1921 on, calen- 
dar years. 


IMPORTANCE OF ForEIGN TRADE 


Nor is the significance of our trading 
relations outside of our national bound- 
aries indicated in its entirety by the 
figures above. The United States pro- 
duces more iron, copper, petroleum, 
coal, and cotton—basic raw materials 
needed in modern manufacturing— 
than any other nation, and more than 
it needs for home consumption. We 
have an aptitude for the use of machin- 
ery, a genius for its invention, and an 
indefatigable energy of organization 
which sweeps away all barriers to ac- 
complishment. In the production of 
standardized manufactured goods, in 
the adoption of large-scale methods— 
in all the factors which make for in- 
creased products, we have no peers. 


How can we utilize these advantages — 


to the full when our domestic market __ 
does not and of necessity cannot absorb) | 


at reasonable prices the total products 
of our potential energy? Only by con- 
sistent cultivation of the foreign mar- 
ket. Supposing this absorbs only 10 — 
per cent of our total product, can we — 
then estimate the importance of our — 
foreign trade at that figure? 
curious piece of business psychology 
which does. It is absurd to suppose 
that the remaining 90 per cent would ~ 


continue as before, assuming the dis- _ 


appearance of the other 10 per cent or 
any considerable part of it. 

The percentage of foreign trade 
means nothing until we can inquire | 
into the far-reaching effects which the 
loss of this percentage might have upon 
the fundamental courses of domestic 
business. 


of business and the volume of business 
at the bottom of a depression is only 


about 20 per cent and the average _ 


reduction from normal bus:ness during 
the entire period of a depression may 
be less than 15 per cent. Variations of 
from 5 to 15 per cent in operating 
ratios in some lines of business may 
cover the range from reasonable profits 
to ruinous losses. 
our products absorbed by foreign trade 
may be the difference between success 
and failure, 


because a reduction in foreign demand may 
drastically depress prices; because unfore- 
seen price changes may play such havoc 
with profits; and because the cumulative 
buying capacity upon which American in- 
dustry prospers depends in its initiation, 
and for its maintenance, so much upon the 
profitable sale of products whose prices are 
determined in international markets; our 
interest in foreign trade and in foreign 
economic conditions exceeds by far the 
relative importance suggested by the 10 or 
15 per cent which our foreign trade bears 


toourtoteltrade. 
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It is usually admitted that 
the difference between normal volume _ 


The percentage of _ 
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Patu to INcrEAsED WEALTH 

We may now turn to the more funda- 
mental inquiry: How does foreign com- 
merce increase our national wealth? 
To answer this from the practices of 
all too many exporters would be to say 
that it serves as a means of disposing 
of our surplus products “whenever 
there is a surplus.”” Unfortunately for 
us it has served just such a purpose all 
too often. This is simply to regard 
sales abroad as a temporary refuge to 
be sought only in times of domestic 
storm. To look upon the foreign mar- 
ket as an outlet only when in an emer- 
gency the domestic market does not 
suffice, is to fail to understand the fun- 
damental law of trade. Foreign trade 
is not and never can be established on 
a firm basis for any nation until it 
becomes a permanent policy, and an 
exchange of goods in which both the 
buyer and seller profit. Bargain coun- 
ter sales jeopardize domestic business; 
they ruin international business. In- 
ternational commerce is a long-term 
proposition. To sell abroad only for 
the nonce is to invite dissatisfaction 
and criticism. 

The benefit to be derived from for- 
eign trade is found in imports and not 
in exports. That this is true for the 
people as a whole is patent; that it is 
also true for the individual trader in 
the long run is not so evident. The 
individual producer is interested in 
selling for profit—the largest quantity 
of goods at the highest prices. Sales in 
foreign lands further his aim. But the 
people as a whole are interested in 
neither exporting nor importing per se, 
but only in getting the largest quantity 
of want-satisfying goods of the best 
quality, for the least amount of effort. 
Reduction of the units of labor re- 
quired to obtain consumption goods is 
the essence of economic progress. 
_ Would he succeed, the individual ex- 
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porter must act in accordance with this 
principle. His exports he can sell only 
(1) for cash, (2) on credit, or (3) for 
other goods (imports). But for all the 
exporters of a country to receive cash 
from a foreign country over a long 
period of time is manifestly impossible, 
The importing countries would soon 
be drained of the money (gold), and 
prices would fall, while the exporting 
country with the continuous influx of 
gold would experience a rise of prices, 
These phenomena would of themselves 
reverse the foreign trading relations— 
making the country of the former ex- 
porter a place to sell goods to advan- 
tage, and that of the former importer 
an excellent mart in which to buy. 

If, then, the exporter cannot con- 
tinue to demand cash (gold), what shall 
we say of credit? Simply this, that 
credit is not payment at all—it is 
merely postponing of payment. Credit 
no more pays for goods than does a 
public loan eliminate taxes. It only 
puts off the evil day. The only way, 
then, in which exporters can receive 
pay for their wares over any long 
period of time is through imports. 
International trade is essentially barter. 
The increase, then, in our national 
wealth must come through getting 
more or better goods by exchange with 
other countries than if we attempted 
to make all goods for ourselves. We 
concentrate on certain commodities in 
which we have a comparative advan- 
tage, and exporting our surplus we 
thereby get in return a larger amount 
or a better quality of another goods for 
a given expenditure of energy than if 
we had endeavored to supply our needs 
in both articles. Thus do we profit by 
foreign trade and increase our national 
wealth. This says nothing more than 
that by specializing on certain products 
and sending abroad the quantities not 
needed at home, a nation gets more per 
unit of labor than by attempting to 
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satisfy all its own needs. Surely this is 
the principle of modern business. 
South Dakota grows wheat and trades 
the grain not needed at home for the 
shoes of Massachusetts; Florida grows 
oranges and exchanges the surplus for 
Pennsylvania textiles. To what end is 
this exchange? Solely that each com- 
munity may receive more for its labor 
than if each community were self- 
sufficient. 


Imports Must Excerep Exports 


Many advantages accrue to a nation 
from its trade exchanges with other 
national groups, but all connect them- 
selves with the advancement of na- 
tional welfare through importation. 
Deprived of imported commodities, we 
must needs modify our entire standard 
of living. Coffee, sugar, rubber, bana- 
nas, tobacco, hides, wool, silk, tin, 
crude petroleum, and news print paper 
are basic in our welfare, and yet they 
are either exotic or are produced here 
in too small a quantity to satisfy the 
domestic demand. Goods which enjoy 
a world market have a stability of 
demand and consequently of price 
greater than that of goods produced 
solely for local sale. The larger mar- 


ket, too, confers the advantages of . 


large-scale production. Thirty thou- 
sand manufacturers in the United 
States paid less for their raw material 
in 1923 because of the volume of their 
export trade. But unless the labor 
spent in the large production at home 
means the obtaining of more or better 
satisfactions in the imported goods, it 
were better spent in other productive 
enterprises. Foreign trade permits in- 
ternational borrowing. Young coun- 
tries may build up their railroads and 
industries with borrowed money largely 
because it permits them to import with 
payment postponed. The payment of 
interest and the repayment of the prin- 
cipal must take the form of exported 
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goods or services. Our present finan- 
cial relations with Europe have a 
special bearing on the point under con- 
sideration. Previous to the Great War 
we were a debtor nation to the extent 
of some $6,500,000,000. If our hold- 
ings abroad amounted to $1,500,000,- 
000 we owed $5,000,000,000. This 
meant an annual interest payment of 
$250,000,000. We are now a creditor 
nation by over $13,000,000,000. Much 
of this will never be repaid. But any 
payments of interest or repayments of 
principal can materialize only as we 
accept imports of goods or services in 
excess of our own shipments abroad. 
Not all national wealth is economic; 
culture contributes its share. There is 
what one has termed the “moral by- 
products” of international trade. The 
trader is often the first missionary to 
a foreign land. He comes to know 
its civilization, and interprets it in 
his native country. Thus he breaks 
down the bars of provincialism and 
leads his fellow-countrymen to a larger 


life. 


ABNORMAL SITUATION FROM WAR 


But what of the future? In conse- 
querice of the great drop in prices dur- 
ing 1921, and of the present political 
and financial disorganization in Europe, 
there have not been wanting those who 
advocated the abandonment of our 
foreign trade promotion and the con- 
centration of our attention on fuller 
development of domestic possibilities. 
Fired with the excitement of those 
hectic years from 1914 to 1920, Ameri- 
can business built up without effort 
sales accounts in war-stricken Europe, 
and sales machinery here, which has no 
justification in a sane world. This 
feverish activity was as abnormal as 
the war itself. The demand of Europe 
for our goods during those years was 
the result of a cataclysm which threat- 
ened to engulf the world. The diagram 
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given below presents graphically this 
abnormal development. 


NEED FoR EXPANSION 
Viewing this picture should we rea- 


son that we have lost our cunning in 
making and disposing of our wares? 


Geocrapnic Distrrsution or THe Exports or tHe Untrep States 
(Department of Commerce) 
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deceptive. To judge business at any 
time by figures alone is misleading; to 
compare 1921 with 1920 without cor. 
rection for price changes would be little 
short of stupidity. Transferring to the 
pound unit each article of import or 
export in which the value (in 1921) was 


prints OF DOLLARS (FOREIGN & DOMESTIC EXPORTS) 


5000 A 
\ 
4500 \ 
4000 
\ 
2500 
2000 
North A 
1500 
4 
\ 
1000 
7 


0 or 
1910 1911 1912 1913 1914 1915 1916 1917 1918 1919 1920 1921 1922 1923~ 


By no means. To be sure, our total 
foreign trade fell from the towering 
height of over thirteen billions in 1920 
to somewhat less than eight billion 
dollars in 1921. But even when we take 
into account price changes, the eight 
billion of 1921 compares favorably with 
the trade of 1913, amounting to slightly 
over four billion, or with that of 1914, 
which was somewhat less. Figures 
may not lie, but they can be winsomely 


above one million dollars, for which 
quantities imported or exported are 
officially recorded by the Department 
of Commerce, it appears that our im- 
port and export of these commodities 
fell from approximately 250,000,000,- 
000 pounds in 1920 to approximately 
200,000,000,000 in 1921, or a drop of 
20 per cent. Comparison of values for 
the merchandise would show a drop of 


49 per cent. 


ats 


for 


ForEIGN TRADE AND INCREASED NATIONAL WEALTH 


Is the future then so dark? Yes— 
for the unskilled tyro who wants some- 
thing for nothing, who demands skilled 
wages for unskilled labor as an ex- 

rter, who wants war-time profits 
with no assumption of business risk. 
The firm of Ketchem & Skinnem is “on 
the rocks.” But the message for the 
prudent, for him who will give service 
for value received, has no such tone. 
Foreign trade is of most benefit to 
countries which are in the early or the 
late stages of industrial development. 
We have now reached the latter period. 
Effort only is needed to establish on a 
sound business basis our dealings with 
Europe and the Orient, and to find new 
customers among our neighbors to the 
North or in Latin America. At the 
Eleventh National Foreign Trade Con- 


vention held in Boston last June, the 
note was one of optimism. As James 
A. Farrell, President of the United 
States Steel Corporation, said in open- 
ing the convention: 

We are not to retire from foreign trade 
because Europe is not able to continue her 
accustomed rate of buying and selling. As 
our requirements in raw materials increase, 
while Europe’s ability to produce them 
diminishes or fails to keep pace with our 
growing demand, it is the course of ordinary 
prude nee on our part to expand our activity 
in seeking such materials in other markets 
of supply. This is a very important factor 
of our situation today. 


More than ever before the increase 
of our national wealth is indissolubly 
linked with the development of our 
foreign trade. 
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O attempt has been made to sub- 
divide the following bibliography 
into a detailed classification. The 
books listed under Merchandising con- 
sist of material which has to do with the 
broad field of marketing and selling 
adminstration. They consider the 
problems of the agriculturalist, manu- 
facturer, wholesaler, and retailer. The 
Advertising bibliography not only cov- 
ers the general field of advertising, but 
includes books dealing with the more 
specialized phases, such as mail com- 
munication, retail advertising, export 
advertising, and window and store dis- 
play. The list of books in Salesman- 
ship deals with the general psychologi- 
cal factors necessary in selling and 
also the problems of selling at retail 
and wholesale. In addition, material 
dealing with the training and control 
of salesmen, commonly known as sales- 
management, is included. 

While the bibliography in the fields 
of merchandising, advertising and 
salesmanship is quite extensive, it will 
be noted that most of the books are of 
recent date. Much fragmentary ma- 
terial was published on these subjects 
prior to the last decade, but this period 
has witnessed the publication of exten- 
sive and specialized material by those 
who may be considered as pioneers in 
their several fields. This indicates 
that the subjects are only beginning to 
receive the attention their importance 
deserves and a fine opportunity is still 
afforded to add to the present litera- 
ture. To those who can revise this 
material and make additional contribu- 
tions, based upon the newer develop- 
ments, even greater credit will accrue. 
The need of the future in the literature 
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of the fields requires that greater con- 
sideration be given to basic fundamen- 
tal concepts which have been developed 
in both the natural and social sciences, 
The truths of the earth—-sciences, bi- 
ology, psychology, and economics— 
should all be drawn upon to build upa 
more scientific classification and ap- 
proach to the subject. The fault of 
much of the present literature lies in 
the fact that it is too factual and de- 
scriptive of past successes and failures 
rather than dealing in basic considera- 
tions. If the future contributors to 
this particular phase of business ad- 
ministration would endeavor to seek 
the truths as revealed by the older di- 
visions of learning, it is more than likely 
that the merchandising, advertising 
and salesmanship literature will aban- 
don much of the rule of thumb practice 
now existent and lead to principles 
based upon fundamental factors. 
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Ten years ago, when the first edition 
of Mangold’s book appeared, child welfare 
was just coming to be recognized as a dis- 
tinctive field of study and social effort. 
Problems of Child Welfare, an enlargement 
of the author’s briefer manual on Child 
Problems, was the first book to cover the 
subject in a comprehensive manner, and 
it quickly became the standard book in 
the field. 

In the decade that has elapsed, much 
new information has been gathered, and 
a number of significant developments in 
the program for child welfare have taken 
place. In this revision, then, the author 
sets himself a dual task: first, that of revis- 
ing statistical tables, of adding new facts 
aad current illustrations; and, second, of 
describing and evaluating the new social 
machinery that has come into existence. 
Among the latter are such developments 
as vocational guidance, the visiting teacher 
movement, the Federal Maternity and 
Infancy Law, Mothers’ Pensions, and the 
Children’s Code. 

It is the reviewer's conviction that a 
chapter on factors in modern life affecting 
the family, with special reference to their 
bearing upon child problems, ought to be 
included in any book that aims to cover 
the subject of child welfare. More em- 
phasis might have been given, in the revi- 
sion, to problems of malnutrition and the 
pre-school years. The chapter on Mental 
Classification remains in the revised, as 
it was in the original, edition, the least 
satisfactory part of the volume. The 
contributions of psychiatry to child wel- 
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fare are given rather scant recognition. 
In view of our recent understanding and 
emphasis of these matters, this is all the 
more apparent. A chapter interpreting 
the child welfare movement, and relating 
it to the entire social betterment program, 
might also have been desirable. 

Despite these omissions, some of which 
are to be explained no doubt by the exigen- 
cies of book making, this volume is the 
best introduction to the general field of 
child welfare that has yet appeared. 


Over against this comprehensive résumé, 
the reader will find in Dr. Mateer’s book 
a specialist’s discussion of a particular 
group of children—not mentally inferior, 
not insane, not seemingly handicapped, 
but who yet make continued demand on 
school and home and community. 

Someone has said that short courses 
in psychology ought to rank high in an 
abridged list of the world’s evils. Cer- 
tainly there can be no doubt of the many 
exploiters and quacks who are participating 
in the present day “psychology masquer- 
ade.” One is particularly impressed by 
this fact after reading the first part of this 
book, with its clear-cut discussion of clinical 
psychology—its origin, tendencies, prob- 
lems, means, methods, verifications of 
results and illustrative cases. While not 
agreeing with all specific statements (being 
a mere man, the reviewer cannot accede 
to the contention, page 70, “that women 
are far more apt to make good clinical 
psychologists’), two important facts are 
brought out very well in this first part 
of the volume. One of these is the neces- 
sity, and the difficulty, of a careful, de- 
tailed, intimate, and scientific psycho- 
logical examination of the client. The 
other fact is that clinical psychologists 
have reached that point of critical dis- 
satisfaction with their work which means 
that they are ready for the consideration 
of new aspects of their problems. 

The author's chief dissatisfaction with 
the work of many members of her own 
guild is the importance given to intelligence 
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ratings. The study of the intelligence 
level is important, she avers, but it is not 
enough to know how far an individual 
mind has gone in its development. One 
must learn also how that mind works. Our 
final psychological estimate of an individ- 
ual’s ability is a summing up of how well 
he uses the mental equipment he has. 
Quality rather than quantity is the puzzling 
factor in studying problem children. Psy- 
chopathy is the term used to indicate bad 
functioning. This is not a new concept, 
of course. What Dr. Mateer contends, 
however, is newer: that this malfunctioning 
can be studied in the psychological labora- 
tory; that these instabilities are almost 
as readily determined as intelligence level; 
that clinical psychology is ready for such 
research, and is more able to handle them 
than psychiatry. 
‘The second part of the book is a study 
of the psychopathic delinquent, summariz- 
= ing Dr. Mateer’s work while at the Ohio 
Bureau of Juvenile Research. During 
her two years there, 369 boys and girls 
were studied psychologically under her 
7 7 direct supervision. Special consideration 
is given in the book to one group among 
these—the congenitally syphilitic. Nine- 
_ ty-nine of these children were thus diag- 
nosed. The author had the conviction 
forced upon her that they constitute a 
rather definite type; that those of simi- 
: lar mental ages failed on the same tests. 
“There is no doubt but that one with a 
> knowledge of the congenital syphilitic 
ay vs as a mental problem can recognize such 
eases through their behavior on standard- 
jzed tests.” Persons familiar with case 
_ records of problem children cannot but 
be impressed with the proportion of cases 
in which congenital syphilis is a feature 
of the physical diagnosis. Such persons 
an will be intrigued by the author’s conten- 


tions. 
on Whether it is to be the clinical psychol- 
ogist or the psychiatrist, certain is it that 

: the common element in their work is giving 
us a new approach to the handling of child 
problems. As Dr. Thomas Salmon has 
. pointed out, the psychiatrist who has been 
in contact with social work, and the social 
worker who has been in contact with psy- 
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chiatry, each does his work better than 
do the psychiatrist and social worker who 
have not had the advantage of such con. 
tacts. Three Problem Children, comprising 
narratives from the case records of a child 
guidance clinic, illustrates the methods 
of study, guidance, and help that are being 
evolved to help problem children from 
this newer angle. 

The three cases presented are well 
selected. One is the story of a child of 
normal intelligence, but retarded in school, 
unhappy, and threatened with possible 
mental disease. The second is of superior 
intelligence, but failing in school, misbe. 
having, and unhappy. The third is of 
inferior mentality, a school failure, and 
apparently at the beginning of a delinquent 
career. 

The cases are well presented. Extrane- 
ous details are omitted. The really per- 
tinent facts of diagnosis and treatment 
are told in the fewest and simplest words 
possible, showing in each case the individ- 
uality of the problem, its development 
in accordance with the principle of caus- 
ation, and the necessity for treatment 
by the coérdinated resources which an 
organized clinical group commands. Ap- 
pended to these cases is a brief discussion 
by Dr. Morrison, Professor of Education 
at the University of Chicago, and the 
Commonwealth Fund Program for the 
prevention of deliquency. 


These three books constitute an excellent 
trilogy. One deals with the general as- 
pects of child problems, the second with 
the problems and methods of study of a 
specialized group, the third with the tech- 
nical handling of individual cases. All 
three are well written and will repay careful 


perusal. James H. S. Bossarp. 


Henry Georce’s Procress anp Poverty. 
An abridgement authorized by Anna 
George de Mille. Pp.214. Price, $1.00. 
New York: Harcourt, Brace & Company, 
1924. 

The time is propitious for the publication 
in condensed form of this distinctive social 
document. In the present compact and 
readable volume some 200 pages carry 
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the message formerly set forth in more 
than 500. This condensation has been 
done with discretion, intelligence, and 
sympathy. 

As an economic treatise Progress and 
Poverty spans easily the gap of forty-five 
years, with its luminous exposition, its 
frank and persuasive argument, and its 
gift of ready illustration in terms both 
homely and picturesque. 

The publication of the original edition 
in 1879 was the occasion of an epidemic 
of explosive criticism in the columns of 
conservative journals, which compelled 
all serious social students to seek to un- 
derstand the significance of its provocative 
gospel. It appeared at a time when the 
quickening rhythm of pulsing industrialism, 
—whose pattern of feverish prosperity, 
crashing panic and vicarious social misery, 
—was arousing widespread apprehension 
and discussion. George's brilliantly argued 
proposal “To abolish all taxation, save 
that upon land values” embodied both 
a precious promise and a profoundly dis- 
turbing challenge. 

The import of his book was more readily 
comprehended in the British Isles than in 
the United States, inasmuch as the political 
instinct and training of a compact popula- 
tion schooled in the lessons of feudalism 
had there prepared the ground for the new 
doctrine. In The Fabian Essays In So- 
cialism G. Bernard Shaw refers to the 
“Numbers of young men, pupils of Mill, 
Spencer, Comte and Darwin, roused by 
Mr. Henry George’s Progress and Poverty 
in the Eighteen Eighties.” And the echoes 
of the discussion carried across the oceans 
to Melbourne and Sydney, to Auckland 
and Wellington, where the new ideas were 
to bear fruit in due course. In his article 
Shaw said further, 


The phenomenon of economic rent has as- 
sumed prodigious proportions in our great cities. 
The injustice of its private apprepriation is 
glaring, flagrant, almost ridiculous. 


In the fantastic reflection of current 
American politics, and of chaotic inter- 
national diplomacy, it is equally observable 
that the same principle of private appro- 
priation applied to oil, coal, iron ore, and 
other essential values in the land is nowise 
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less glaring, flagrant and grotesquely ridi- 
culous than when Shaw offered his trench- 
ant comment. 

The recapture of economic rent for public 
revenue through a legal and orderly pro- 
cess of taxation was the central idea of the 
Georgian proposal from the fiscal stand- 
point. The intended social effect was the 
disemboweling of land monopoly, in the 
belief that the margin of opportunity creat- 
ed thereby would provide well-nigh un- 
limited frontiers of production to the on- 
coming generations of actual users and 
occupiers of the land. This social theory 
rested upon the succinct Jeffersonian doc- 
trine that “The land belongs in usufruct 
to the living.”” Echoes of George’s social 
purposes may be heard today in Senator 
La Follette’s campaign pronouncement (of 
July 4, 1924) which has for its keynote 
the following challenge: 


To break the combine power of the private 
monopoly system over the political and economic 
life of the American people is the one paramount 
issue of the 1924 campaign The su- 
preme issue, involving all others, is the encroach- 
ment of the powerful few upon the rights of the 
many. 


Whatever else Progress and Poverty may or 
may not have accomplished, it undoubtedly 
presented the evidence and provided the 
argument which demonstrated to a mul- 
titude of readers that land monopoly is 
the fundamental method of levying tribute 
from them asses; that its laws of operation 
are universal; and that its application is 
rarely tempered by mercy. 

Deeper than logic or intellect there lay 
a power in George’s appeal; for he pre- 
sented what was, in effect, not merely a 
fiscal, political or social program, but an 
essential philosophy of life. It was a social 
evangel, vibrant with a religious fervor 
that was not afraid to rest its case upon 
the ideal of the brotherhood of man and 
the fatherhood of God. An ideal per- 
chance of insufficient complexity to satisfy 
the intensely evolving concepts of the new 
century, but sufficient to touch the heart 
of the common man of George’s generation, 
and to incense the Tory mind which re- 
sented any assumption that God was to 
be found, forsooth, on the side of the less 
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heavily equipped battalions. How rapidly 
the weight is shifting today from the old 
battalions to the new, let Ramsay Mac- 
Donald’s occupancy of a foremost chair 
among the seats of the mighty bear eloquent 
witness. Other symbols of change, intense 
and dramatic, are equally visible to him 
who would face frankly the realities of 
the new day. It is in the light of these 
changes, which were broadly sensed, and 
in part directly influenced, by the “Prophet 
of San Francisco” almost half a century 
ago, that the newly published volume of 
Progress and Poverty should be read, con- 
sidered, and inwardly digested. 

Fashions in literature change with chang- 
ing times; but books which are touched 
with inspiration and inward illumination 
live in a gracious glow like saints and heroes 
crowned in pictured radiance. Through 
unselfish devotion to truth, and to the 
spirit, they serve to lift mankind to levels 
of wider knowledge and deeper under- 
standing of life; and in good time they 
take their appointed place among the active 
and liberating forces of human enlighten- 
ment. 

Lioyp Garrison. 


Caper, Joun. Capital's Duty to the 
Wage-Earner. A Manual of Principles 
and Practice on Handling the Human 
Factors in Industry. Pp. 326. Price, 
$2.25. New York: Longmans, Green 
and Company, 1923. 


This is a book written by a practical 
engineer for practical men called upon 
to handle labor in industry. Though 
written specifically for the employer and 
labor manager, it deals not only with 
“capital’s duty to the wage-earner,” but 
just as much with the wage-earner’s duty 
to capital. It is truly “a manual of prin- 
ciples” as well as of “practice,” for con- 
siderable attention is given to an analysis 
of the labor movement as it is and to some 
extent to the causes (at least the psycho- 
logical) that make it what itis. The author 
reveals a much stronger grasp of the eco- 
nomics and the philosophy of the labor 
movement than is common among the 
fraternity of engineers, but the pragmatic 
character of the book leads him to slight 
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the causal side of the problem in his ap. 
xiety to get at the facts and effects. 

The problem to which the book is 
dedicated is formulated in the following 
language: 

How can our organization for the production 
of wealth be so improved that the general wel- 
fare in its broadest material and moral implica. 
tions will be progressively advanced? 

How are individual men and women—both 
without and with capital—to be taught to labor 
with their hands and brains willingly and eff- 
ciently so as to secure out of the products of 
their toil and thought what they feel to be, and 
what will be in fact, afair return? (Page 6.) 


The road to this goal, in the author's 
view, runs neither through the trade union 
nor through the employers’ associations 
organized to fight labor. He is equally 
emphatic in his condemnation of the closed 
union shop and of the so-called “open 
shop,” which is usually closed to union 
people (pp. 63-69). The typical labor 
leader, in the author’s opinion, is more 
concerned with the problem of controlling 
his rank and file than with the constructive 
problems of industry. He is totally igno- 
rant of the problems within the plant, 
yet he tries to exercise control over the 
industrial relations there. The author 
calls him, therefore, an “‘absentee”’ leader. 
Mr. Calder thinks that: 


The day of absentee control of labor by na- 
tional or international unions on a basis of clas» 
conscious struggle, has been tried and found 
wanting. Such organization has led to abuses 
greater than the benefits it brought, and the 
public will not much longer support it. For 
the distant boss and his walking delegate, whose 
job demands aggression and militant poses re 
gardless of the merits of a particular issue, there 
will in time be substituted the leader who has 
a knowledge of, and a stake in the community 
in which he lives (page 153). 


By the latter type of local leader, the 
author means the leader of the workers 
employed in a given plant, a leader of what 
has come to be known as “a company 
union.” 

The author’s solution of the labor prob 
lem lies in an employes’ representation 
plan under which the workers of a plant 
are represented in an assembly composed 
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of an equal number of representatives of 
the workers and of the management. Any 
difference or dispute which cannot be set- 
tled by standing committees composed 
of representatives of both sides, or by the 
assembly as a whole, leaves either side 
“free to take such action outside of the 
plan and its rules as they may think 
advisable.” 

It is this feature which does not prevent 
an employe from belonging to a union if 
he chooses to do so and which makes the 
plant truly an “open shop,” which Mr. 
Calder emphasizes as an important essen- 
tial of his plan, which he claims has been 
in successful operation in the packing plants 
of Swift & Company employing about 
24,000 people (page 165). 

His own testimony, however, tends to 
show that the effort to carry on industrial 
relations under a dual, rival control of a 
trade union and a company union is fraught 
with danger and bound to lead to conflict 
between the two leaderships. 

The essential features of his plan which 
no doubt impart to it the character of the 
most liberally conceived and fair plan of 
industrial representation under employers’ 
auspices yet devised, are: 


1. Unlimited freedom of “discussion regarding 
every employe interest and definite 
powers of decision.” 

2. Joint representation is necessary if there 
isto be a mutual and beneficial educative effect 
upon employes and mangement. Both need 
itand the day of two hostile camps sporting an 
occasional! flag of truce should be left behind. 

8. Any plan of representation within a plant 
which, as a condition of its existence, excludes 
organized men from employment or forbids or 
inhibits directly or indirectly, the free expression 
of opinion by such employes, or by any dissen- 
tients—whether majorities or minorities, will 
fail to attain success. 

4. No plan of employes’ representation will 
command the confidence of either organized 
or unorganized employes, if it is essentially or 
chiefly a union-fighting or union-destroying 
instrument. The sincere employer will find 
that a genuine democratic assembly is a far more 
tnlightening and educative body than the aver- 
age union of today which has little interest in 
the truth about any one plant situation and is 
thiefly “gunning” for national spoils. He will 
uso find that any injustice or repression will 
only saddle him in the end with an external fight 
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for which he has himself furnished the ammu- 
nition and greater intelligence for securing 
his defeat than would otherwise be available. 
Moral—let the insincere employer avoid em- 
ployes’ representation as he would the plague 
(pages 175-176). 


Lack of space precludes an analysis of 
the author’s discussion of such fundamen- 
tals as capital, labor, wages, working hours, 
profit sharing, unemployment, im uigra- 
tion and social justice. It bears the im- 
print of refreshing candor and freedom 
from cant. 

The work is unique. Although revealing 
a broad knowledge of economics and close 
acquaintance with the philosophy as well 
as the practise of the labor movement both 
in this country and in England, Mr. 
Calder’s book is intensely practical and 
deals with the intimate troubles and daily 
problems of industry such as only a practi- 
cal industrial manager can discern. It is 
not necessary to agree with most of the 
author’s conclusions to be well repaid by 
a perusal of his contribution to the litera- 


ture on industrial relations. 
N. I. Srone. 


Lowett, Aspotr Lawrence. Public 
Opinion in War and Peace. Pp. 302. 
Price, $2.50. Harvard University Press, 
1924. 


President Lowell writes of public opinion 
as a lawyer and a student of politics. 
That means that he writes in the language 
of philosophy rather than in that of psy- 
chology. 

Not that he is unfamiliar with the recent 
literature in the field of collective psychol- 
ogy, since he makes repeated references 
to it, and particularly to William Mc- 
Dougal’s Group Mind. But he has done 
his thinking in another universe of dis- 
course, and he prefers to talk of public 
opinion in terms of common sense rather 
than in the technical language of a some- 
what dubious social psychology. 

For common sense, public opinion is a 
matter of elections and majorities, and 
of the machinery by which majorities are 
rolled up and recorded. It is with public 
opinion as determined by the contests of 
parties, and the limitations of political 
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 gerned. The result is a book of shrewd 


a Soe that this volume is chiefly con- 


observation upon the practical workings 
of political parties in America, in England, 

and on the Continent, including the dis- 

turbances and the distortions of the dif- 
ferent party systems under the influence 
of the excitement of a world war. 
Some of President Lowell’s definitions 
indicate his point of view. ‘An opinion,” 
_ he says, “may be defined as the acceptance 
of one among two or more inconsistent 
views which are capable of being accepted 
by a national mind.” 

Numerous references throughout the 
volume indicate, however, that opinion 
is not always the result of so rational a 
process as this definition suggests. “A 
change of opinion,” he writes, “usually 
takes place by directing attention into 
a new channel, which has the effect of 
drawing a red herring across the trail” 
and Mr. Lowell quotes with approval 
Lecky’s remark that “people do not dis- 
prove miracles, they outgrow them.” 

Other references recognize the fact that 
; public opinion, as registered in the con- 
at of political parties, is not always 

either consistent or rational. Opinions 
change by a process of exceptions to general 
ules. Finally the rule becomes the ex- 
ception. “An exceptional case, especially 
if it touches an emotion,” as Mr. Lowell 
remarks, “often appeals with peculiar 
_ force even to people who are strongly in 
_ favor of maintaining a general principle.” 

Almost anything that “appeals with 
peculiar force’ to any considerable num- 
ber of people inevitably registers itself, 
sooner or later, if not in the election re- 
turns, at any rate, in the news. 

News has been described as “anything 
that makes people talk.” Furthermore, 
the ultimate sources of political power 
are just the sentiments that find expres- 
sion in the things people talk about, namely, 
news. This suggests another recent book 
on public opinion which treats it not as 
a product of political parties, but of the 
newspaper, namely, Walter Lippmann’s 
Public Opinion. The modern newspaper 
has, to a very considerable degree, super- 
cede the political parties as a medium 
for creating and expressing public opinion. 


Not only that, but the recent emphasis 
of the newspapers upon news rather than 
editorial opinion has led the public to think 
in terms of political issues rather than in 
terms of political creeds. In this way 
the newspaper has probably tended to 
undermine the basis of party loyalties and 
multiplied the number of independent, 
disinterested, or indifferent voters and 
non-voters. 

But the difference between President 
Lowell’s opinion and that of Walter Lipp. 
mann goes deeper. Lippmann is less in- 
terested in the machinery for registering 
a public opinion that, supposedly, already 
exists, than he is in the process by which 
that public opinion is formed and created. 
The latter is naturally the more intricate 
and more important problem. In fact, 
it is doubtful if anything particularly new 
or enlightening about the workings of 
the party system is likely to be discovered 
until the processes by which public opinion 
is made are more fully understood. 

Two criticisms of President Lowell's 
conception of opinion and public opinion 
suggest themselves. First, as he defines 
it, opinion seems to be much more of an 
intellectual process than it probably ac- 
tually is. Second, opinion and public 
opinion, as he describes them, seem to 
be almost wholly a matter of the indivi- 
dual. 

If we conceive thought, as psychologists 
are more and more disposed to do, merely 
as an interrupted or incompleted act, 
opinion may be described as a statement 
made to explain or justify, to the individual 
himself, or to others, an impulse to act. 
To state the thing in this way is to put 
the emphasis upon the motor aspect of 
the process by which opinion is formed. 
It suggests also that an attitude or a ten- 
dency of an individual to act becomes 
rational and public by the very fact that 
it takes the form of an opinion. Looking 
at the matter this way we may say that 
all opinion is, as a matter of fact, public 
opinion, and the contrast between private, 
i.e., individual, and public, i.e., collective, 
is merely one of degree, not of kind. It 
is this description of the matter which 
has led to and justified that conception 
of the group or collective mind to which 
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President Lowell makes an amiable refer- 
ence but does not quite accept. 

For the author of this book public opinion 
is the opinion of the majority. There are, 
he says, two kinds of collective opinions, 
those which are unanimous and those which 
are not, but the difference is largely a ques- 
tion of addition and subtraction. Add 
together the opinions which are alike, and 
subtract those differing: the result repre- 
sents the effective public opinion. 

Now it is evident that a mind is never 
a numerical sum and it is manifestly im- 
possible for anyone to determine what 
his own mind is at any given moment by 
adding up the impulses that impell him 
to go north and subtracting the impulses 
that impel him to move south. That is 
not the way minds work, and if the group 
mind were in any sense the sum of minds 
of the individuals that composed it, the 
term itself would be misleading. 

This distinction has practical signif- 
icance. If the political process is an effort 
of the group to act, then an election is not 
primarily a device for recording public 
opinion, but for making it. 

The most novel and interesting chapter 
in this volume is the last. Issues arise, 
and are settled, but the parties, under 
other names perhaps, remain. There are 
always the contented and the discontented, 
and there are always the radicals and the 
conservatives. Out of these materials 
President Lowell has constructed a very 
interesting classification of parties, on the 
basis of which he calls disposition. It is this: 


Contented 
= 
Liberals Conservative 
= 
Radicals Reactionaries 
q 


Discontented. 


The classification is not new, but Pres- 
ident Lowell has made it the subject of 
some very interesting and ingenious ob- 
servations. 
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The ultimate sources of political action 
and public opinion, it seems, are tempera- 
ment and unrest, human nature and the 
social situation. 

Rosert E. Park. 


Davenport, E. H. anp Sipney 
Russett. The Oil Trusts and Anglo- 
American Relations. Pp. 201 and pp. 62 
appendices. Price, $2.50. New York: 
The Macmillan Company, 1924. 


Oil and politics have for some years past 
been intermingled if not mixed. Oil has 
fallen into bad flavor; politics have always 
been there. The combination can be noth- 
ing short of portentous. The “oil of serv- 
ice” has not been an “oil of gladness,” 
and no commercial product during these 
later years has given to the chancelleries 
of the world more food for thought. 

This book, written by two British spe- 
cialists, deserves a reading by those who 
know both oil and politics; it is even more 
worth reading by those who know neither. 
In substance it is a non-technical discussion 
of oil concession, especially in Southern 
Europe and the near East, and their de- 
velopment by English and American com- 
panies. It shows particularly the parts 
played by the governments of Great Britain 
and the United States in advancing the 
interests of their respective nationals. 

Though written by Englishmen the dis- 
cussion is in no way prejudiced. The 
authors are as plain spoken against one 
nation as another, when facts warrant. 
Three things are clear in this presentation: 

1. Government interference in the oil 
development of foreign countries is prej- 
udicial to its own best interests. So na- 
tions as such should keep out of the oil 
business. Through rivalry it leads to 
demagogism. Government participation 
retards rather than promotes the develop- 
ment of petroleum resources. 

2. It is a mistaken idea that national 
ownerships of oil resources is the key to 
power. “He who owns petroleum owns 
the world” is an egregious fallacy. Not 
oil resources but the command of the sea 
gives political power. In peace all can 
buy oil at a world price; in war the domi- 
nant naval power determines its distri- 


i 


han 
vay 
to 
und 
nt, 
ind 
ent i 
4 
in- iv 
ing 
dy | 
ich 
ed. da 
ate 
ct, } 
ew 
ll’s aly, 
on 
an 
lic 
vie — 
ts | 
ot, 
nt 
al 
a 
1g 
ic = 
e, 
It 
ar 
h 


bution regardless of ownership or pro- 
duction. 

_ 3. There is no immediate shortage of 
oil. We are producing all we need. 
Mexico may soon decrease, but Venezuela 
seems destined to increase proportionately. 

Let diplomats and demagogues, as well 
as laymen, read this volume. To digest 


and act upon its sane suggestions should 
a help to “pour oil on the troubled waters” 
of international than 
Hans. Government and the 
Will of the People. Academic lectures. 
Translated into English with notes and 


glossary of political names and terms, 
by Roy S. MacElwee. Pp. xiii, 192. 


. COLLINGs. 


Price, $3.50. New York: Oxford Univer- 
sity Press, American Branch, 1923. 
This book, the result of a course of lec- 


yr tures first published in 1913, now appears 
as a second edition essentially in its original 
form, to which has been added, however, 
an epilogue of post-war observation made 
in 1920. The significance of the work 
is well expressed in the author’s reason 
for issuing this edition: 


Inasmuch as we now live under a constitution 
’ that has presumably sprung from “the will of the 
people,” it is of double importance to know what 
- this “will of the people” is, and how it came to 

-_be,—how it was called to govern, and to what 
extent it can govern. 


Though the volume deals primarily with 
problems arising out of conditions in Ger- 
many, the argument is drawn not from 
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local or surface events of the last two dee. 
ades, but from the deeper undercurrents 
of history and political philosophy with 
a masterly grasp characteristic of Professor 
Delbriick. He has given us, therefore, 
a general work on popular government— 
comparable to Maine and by no means 
less fundamental—rather than a descrip. 
tion or an opinion of a temporary situation 
that will be swept away by a rapidly chang. 
ing world. This is the first and most im- 
portant fact about this book. 

The general result, a bare statement of 
which is all that is permitted in this review, 
is to show that in no states, from the an- 
cient Greeks to the modern democracies, 
has there ever been nor is there today, 
either under the parliamentary form as 
in England or under the various forms 
on the Continent, a government by the 
people in the true sense of that term. The 
“will of the people” is a spirit, not a form, 
and the final test as to popular control 
is not determined by mechanistic structure 
but by the actual relation of the individual 
to the government. Delbriick agrees with 
Maine who, in his Popular Government, 
cautions us against the fallacy of assuming 
that democracy is anything but a form of 
government; and that the form itself is 
but an inverted monarchy. Coming from 
the pen of so distinguished a scholar as 
Dr. Delbriick and at a time when the con- 
vulsions of a great war are forcing a re- 
valuation of old conceptions, it is a book 
that no serious student of political science 
should fail to read. Here we have indeed, 
multum in parvo. 


Karu F. Geiser. 
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Advertising: aid of, to clothing business, 67; 
agency, early, 183; agent, achievements of, 
186-8; agent, personality in, 188; Associated 
Clubs of the World, 162; copy era in, 184, 185; 
increased sales through, 95; in clothing indus- 
try on national scale, 68; kind of information 
needed, 91-4; locating buyers through, 90; 
power and method, 126-8; present-day, 161; 
research in, 185; success of in chain stores, 221. 

Advertising and Sales, Co-ordination of, 116. 

Advertising Organization, investigation of, 
methods of, 132-5. 

Agreements, restrictive and exclusive, Federal 
Intervention against, 28-30. 

Ausperc, Cart L. Effect of Scientific Food 
Consumption in Increasing Wealth, The, 
57-64. 

America, need for more artistic homes, 71. 

American Army, psychological studies of, 48. 

American Association of Advertising Agencies, 
Constitution of, 128. 

Anderson Report, findings of, 158. 

Are Tuere Too Many Retatvers? 
Weld, 199-204. 

Art: influence of machine era on, 54; where 
lacking, 52; where found, 53. 

Association of National Advertisers, contribu- 
tion of, 116-20. 

Auction: selling method, 114; Companies, inau- 
gurating for fruits, vegetables, eggs, 167. 

AvromopiLe INpustry AND Its WEAaALTH- 
Contrisutine Facrors, Tae. Clifton Reeves, 
212-5. 

Automobile Industry, improvements incident 
to, 213. 
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Basson, Rocer W. Business Forecasting and 
Its Relation to Modern Selling, 142-60. 

BankInG AND Its Retation To New WEALTH. 
Frank Parker, 32-7. 

Banking: business perspective in, 35; facilities, 
adequacy of, 32-4; relation of to new wealth, 
32. 


Banks: strength and soundness of, 34. 

Barnes, Juuius H. Modern Distribution De- 
mands upon the Chamber of Commerce, 
136-41. 

Beauty: need for, 55; taste for uncultivated, 54. 

Ben Day Process, 184. 

W. Scientific Marketing of 
Farm Products as Illustrated by the Market- 
ing of Eggs, 106-15. 

Brsuiocraruy. John R. Whitaker, 248-52. 

Booz, Epwin G. Place of the Modern Distribu- 
tive Survey in Relation to Maximum Sales, 


The, 95-8. 


>a - 
Borrowing, international, 245. 
Brookmire Economic Service, 145. 
Breakinc Down Saves Resistance In INpvs- 
TRIAL SELLING. Malcolm Muir, 83-94. 
Bustness Forecastina anp Its RELATION TO 
Mopern Seturnc. Roger W. Babson, 142-60. 
Business: and psychology, expectations from, 
48-50; Commercial Organization, 1; Educa- 
tion and, 206; evidences of art in, 53; honesty 
in, 226; influence of modern science on, 6; 
introducing science in, 47; men, responsibility 
of to employe, 151; organization principles in, 
5; practice, upholding standards of, 138; 
psychology, beginning of, 186. 


Case Work, of Truth movement, 170. 

Catch-Penny Frauds, exposure of, 169. 

Cawt, F. R. Modern Distributive Demands on 
Education, 205-11. 

Census: of distributors, 141; of Occupations, 159. 

Store AND Disrripution, Tue. Walter 
S. Hayward, 220-5. 

Chain: candy, 224; store creative service in, 229; 
Drug obstacles and uncertainty in, 222; Dry 
goods, 223; grocery, activity in, 221; store, 
rapid growth, where found, 220; store, resent- 
ment of purchasing power, 230; store, use of, 
27; tobacco, 223. 

Chamber of Commerce: complexity of problems, 
140; demands upon, 137; gradual development 
of, 136. 

CHEMISTRY AS A Source or New WEALTH. 
Ivor Griffith, 38-46. 

Chemistry: conservation powers of, 40; early 
accomplishments of, 38; synthetic, 41, 43. 

CuerrincTon, Paut T. Statistics in Market 
Studies, 130-5. 

Civie attitude, proper, toward living standards, 
72. 

Civilization, changing economic aspect of, 205. 

Clothing industry: affect of automobile on, 66; 
development of, 65. 

Cotunes, Harry T. Foreign Trade and In- 
creased National Wealth, 241-7. 

Commodities, consumption of new, 80. 

Concepts, contrasting, 3. 

Consumer: desire of, catering to, 190; how to 
reach, 126. 

CoNTRIBUTION OF THE ASSOCIATION OF Na- 
TIONAL ADVERTISERS TO BetreR PRESENT 
Business Practices, Tue. John Sullivan, 
116-20. 

Coolidge, President, 41. 

Co-operation Works tv THE Grocery Busi- 
ness, How. Herbert W. Hess, 236-40. 

Co-operative marketing, 112.0 
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Co-operators, organization of, 236. 

Creative Factors tn Mopern Scten- 
Tiric CiorHes Consumption. Frank F. 
Wieder, 65-9. 

Credit: changing technique, 36; facilities, 34; 
revising policies, 30. 


Crowd pressure, 3. 


Depletion of world resources, 40. 

Distribution: knowledge of, needed, 206; present 
systems of, 240; results of, 177; work of 
analyzing, 175. 

Donnetty, H. J., Jn. Truth-in-Advertising 
Movement as It Affects the Wealth-Producing 
Factors in the Community, The, 161-73. 

Dovuspman, Russett. Modern Sales Manager 
and His Developing Technique, The, 174-82. 


Economic: layout, business change in, 154; 
thinking, 3 

Education: present-day, aim of, 205; relation of, 
to business, 50, 51. 

Errect or Screntiric Foop Consumption IN 
Increasinc Tue. Carl L. Alsberg, 
57-64. 

Ex.utorr, Hueer. Place of Beauty in the Busi- 
ness World, The, 52-6. 

Engineering-Economics Foundation, goal of, 51. 

Ethics, codes of, in busiaess, 13. 


Failures: retail, relation of, to consumer's cost, 
201. 
Farmers, movement toward organized self-help, 
12. 
Farming, need for increased skill in, 10. 
“4 Farrell, James A., 247. 
Federal Trade Commission: opposition to, 30; 
powers of, 21; valuable work of, 31. 
Financial relations, present, U. S. with Europe, 


245. 

Financial schemes, exposure of, 166. 

Food: consumption of, 57; consumption, Amer- 
ica’s high ratio of, 76; products, U. S., surplus 
of, 9; values, 58; wastes, 62. 

Foodstuffs, production of primary and second- 
ary, 60-2. 

Forecasting: need of in business, 150; service, 
business, lag theory, 146. 

Foreign Trape AND INcREASED NATIONAL 
Weatra. Harry T. Collings, 241-7. 

Foreign Trade, need of, for U. S., 241. 

Frazer, Joun C. Producer and His Sales 
Problems in Relation to Wholesaler, Retailer, 
and Consumer, 190-8. 

Frepericx, Mrs. Curistine. New Wealth, 
New Standards of Living and Changed Family 
Budgets, 74-82. 

Free land, offer of by U. S., 9. 
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GrocrapuicaL Aspects or INpustTRIAL Unrrgp 
Srates tn Retation to Increasep Weatrg, 
Alfred G. White, 99-105. 

Governmental affairs, trend toward wider 
participation in, 17. 

Grirrita, Ivor. Chemistry as a Source of 
Wealth, 38-46. 

Groceries, present system of selling, 236. _ 
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Haywarp, Waurer S. Chain Store and Dis. 
tribution, The, 220-5. 

Hess, Hersert W. How Co-operation Works 
in the Grocery Business, 236-40. Selling Dis. 
tribution and Its New Economics, 1-7. 

Home: make-up of ideal, 70; meaning of, 70; 
owning, value of, 72. 

Human behavior, trends of, 48. 

Human desires, 10. 4 

Imports, need of, to exceed exports, 245. 

Income: average, where spent, 75; incentive to 
increase, 11. 

Industrial: buying, 86; conditions previous to and 
following World War, 9, 10; Journal, function 
of, 91; Nation, U. S. leading, expansion as, 
100. 

Industry: democracy in, reasons for increased, 
11; distribution of, 101; predominant regions, 
101-4; importance of, 99; individual oppor- 
tunity in, 11; possible change in location of, 
104; structure of, 84; waste in, 156-8. 

Instincts, 1, 6. 

International law, expanding field of, 16. 

Interstate Dairy Council of Philadelphia, work 
of, 12. 


JUSTIFICATION OF THE CHAtN Store IN OvR N 
Present System or Distrisution, Tue. 
E. C. Sams, 226-35. “ 

Job analysis, 179. N 


Kine, Crype L. Political and Governmental 
Tendencies in Their Relation to Increased N 
Wealth, 8-20. N 

Kywnett, H. H. Modern Advertising Agency 
and Its Contribution to Creative Wealth 0 
Activities, 183-9. 


Lag vs. area theory, 147. 

League of Nations, 16. 

Legislative measures, to check unfair competi- 
tion, 139. 

Living standards: higher, 18-20; trend in (19th 
Century) 9, 11. 


Manufactures aid given by Co-operators, 239. 
Manufacturing: past and present conditions, 124; 
rapid increase in, 105; vs. agriculture progress, 
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Market: U. S., domestic, 241-43; U. S., foreign, 
need for and benefit of, 243-5; studies, com- 
plexities in, 180. 

“Market Days,” 137. 

Marketing: production and consumption (egg) 
106; scientific developments in (egg) 113; large 
scale, through advertising agent, 187. 

Markets: control of, where located, 87-90; find- 
ing profitable, 84-6; locating through Research 
Bureaus, 96; problems, wide discussion of, 
112. 

Medicine, aid given by chemistry, 43-5. 

Membership in Co-operators, 238. 

Merchants: overstocked goods, 230; guarding 
against, 231. 

Merchandising: and marketing, difference in, 1; 
competitive selling in, 227; possibility of, 2; 
purpose of, 5. 

Middle class of property owners, developing, 99. 

Middlemen, eliminating, 232. 

Militant organization of business group, 13. 

Mopern Apvertistinc AcGEeNcy AND Its Con- 
TRIBUTION TO CREATIVE WEALTH ACTIVITIES. 
H. H. Kynett, 183-89. 

Mopern Distrisution Demanps Upon THE 
CHAMBER OF Commerce. Julius H. Barnes, 
136-41. 

Mopern Distrisutive DemMANps on Epvuca- 
tion. F. R. Cawl, 205-11. 

Mopern Sates MANAGER AND His DeveLopine 
Tecunique, Tue. Russell Doubman, 174-82. 

Motor cars, dependence on, 214; growth in sales 
and usage, 212. 

Mor, Breaking Down Sales Resist- 
ance in Industrial Selling, 83-94. 


National Vigilance Committee, establishment 
and work of, 162-4. 

“Neosho Plan”’ The, 138. 

New Weatru, New Sranparps or Livine AND 
Cuancep Famity Bupcets. Mrs. Christine 
Frederick, 74-82. 

Newspaper publishers, standardized rates, 184. 

Nystrom, Dr. Paul H., 75. 

Oil stock boom, exposure of, 166. _ = 

= 

Paint and varnish products: growth of, 190; 
durability requirements, 191. 

Parker, Frank. Banking and Its Relation to 
New Wealth, 32-7. 

Pasteur, Louis, 43. 

Penney, J. C. Company (chain stores) 228-35. 

Pittsburgh Plus Plan, 28. 

or Beauty THE Business Wor.p, 
Tue. Huger Elliott, 52-6. 

Piace or tHe Mopern Distrisutive SurRvEY 
IN Retation to Maximum Sates, Tue. 
Edwin G. Booz, 95-8 


or Human Scrences Mopern OrGan- 
1zeEp Bustness, Tae. Edwin B. Twitmyer, 
47-51. 

PourTIcAL AND GOVERNMENTAL TENDENCIES IN 
Tuerrk Revation To Increasep WEALTH. 
Clyde L. King, 8-20. 

Politics and government, trend in, 15. a 

Pope, Sir William, 39. 

Price discrimination, 27. ae 

Printer’s Ink, aid given Truth Movement by, 
167. 

Problems: increased sales, 197; sales, right ap- 
peal, 190; sales and retail, or producers, 
193-96. 

Propvucer AND His Sates Prosiems in 
TION TO WHOLESALER, RETAILER, AND Con- 
sumer, Tue. John C. Frazee, 190-8. 

Producer, study of consumer demands by, 213. 

Production standards, American vs. consump- 
tion, 80, 81. 


Propaganda, use of, 14, "yr OF 
Protective legislation, 15. 


Ready-made garment vs. custom-tailor made, 66. 
Reeves, Ciirton. Automobile Industry and Its 
Vealth-Contributing Factors, The, 212-15. 
Reporting Services, business, pioneers in, etc., 
142-4. 

Research Work, value of to sales manager, 176. 

Resor, STANLEY. What the American Associa- 
tion of Advertising Agencies Does to Make 
Advertising Scientifically more Effective, 
124-9. 

Retail: prices, maintenance of, by Federal Trade 
Commission, 25-7; selling, history of, 226. 


Sales: foreign, 244; manager, 142; manager, 
modern, capacity of, 174; manager’s quotas, 
C. P. Stone, 216-9; manager, personnel work 
of, 180; manager, requirements of good, 178; 
obtaining maximum, 95; policies, government 
action, effect of on, 21; quotas, gauging, 131; 
quota, need for simplicity and reality, 219; 
quota, types of, 216-19. 

Saves Po.ictes AND THE FeperaL Trape Com- 
Mission. James T. Young, 21-31. 

Sams, E. C. Justification of the Chain Store in 
Our Present System of Distribution, The, 
226-35. 

“Save the Surface” Campaign, purpose and 
advertising merits of, 192-3, 196. 

Savings, increase in, 212. 

School: curriculums, need of new, 207; curricu- 
lums, new subjects in, 210; high school field 
open to student; after, 208; systems, changing 
curricula in, 50. 

Screntiric MarKeTinG or Farm Propucts as 
ILLUSTRATED BY THE Marketine or Eaas. 


Earl W. Benjamin, 106-15. 
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Science: applying, to distributive problems, 207; 
influence of, 2, 4; of marketing, 106; trend 
toward, in production, 11. 

ar _ Selling: administration, aim of, 2; administra- 
tion, function of, 6; distribution, 4. 
DistrisutTion Its New Econom- 
ics. Herbert W. Hess, 1-7. 
Sherman Anti-Trust Law, protection of, 227. 
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